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Ottawa, Ontario, 
Friday, 
September 21st, 1962 


--- At 9.15 A.M. the hearing resumed. 


SUBMISSION OF 
THE 
CANADIAN FEDERATION OF AGRICULTURE 


APPEARANCES 
David Kirk - Secretary-Treasurer, 
Canadian Federation 
of Agriculture, 
W.C. Hopper = Economist, 


Canadian Federation 
of Agriculture. 


THE CHAIRMAN: I will call the meeting 
to order. We have this morning a submission from 
the Canadian Federation of Agriculture. Appearing 
for that Federation are: Mr. David Kirk, Secretary- 
Treasurer; and Dr. W.C. Hopper, the Economist 
representing the Federation. 

I understand that you wish to read the 
recommendations? 

MR. KIRK: Yes, Mr. Chairman. 

THE CHAIRMAN: Or is there anything 
further you wish to present before we begin che 
discussions? 

MR. KIRK: No, I think not. However, 


I did have one thing I wanted to say. Our president, 
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Dr. Hannam, had expected to be here and is very 
sorry that he is not, but he is leaving today 
for a meeting of the International Federation 
of Farm Organizations and Farm Producers, and 
has got into a jam. 

The other thing I would like to make 
very clear about this presentation, seeing that 
Dr. Hopper and I are two employees of the organization 
here, is that we are making this submission on 
behalf of our executive who held a special national 
meeting from coast to coast to consider the 
recommendations in this submission; so it is, 
in all its.essentials, their specifically approved 
submission to this Commission. I do not need to 
read any of this, of course, but I thought perhaps 
I might read the recommendations starting on page 
3, to break the ice. Just whatever you prefer, 
Mr, Chairman. 

THE CHAIRMAN: Yes. 

MR. KIRK: Our recommendations are; 

"1, A Federal policy, for the 
granting of interest-free loans to farmers 
in cases of natural disaster should be 
instituted, 

2. A: special, flexible credit 
service, provided by the Farm Credit 
Corporation and operating to serve special 
needs of rural development programs should 
be provided. 


3. Policies to better provide for 
BS 
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initial transfer capital for farmers entering 
farming, as well as for development capital, 
are needed. To be successful as a modern 
farmer adequate development capital is 

of major importance but the acquiring 

of this capital may often be difficult. 

It is recommended that a searching enquiry 
be undertaken into a policy of providing 
permanent types of mortgages or the 

issuance of long-term interest bearing 
securities for family Farm acquisition, 

4, An adequate policy of providing 
loans for housing on farms that does not 
require the farmer to- mortgage hi's- productive 
land’ and*so tie up his access to long-term 
production credit ,"a's* required, 

5. Intensive and continuing study 
or farm credit. needs and their implications 
for the long-term development ofthe farm 
economy should be undertaken. The Farm 
Credit Corporation should have a competent 
and active research division. 

6. Interest rates for Farm Credit 

Corporation loans and Farm Improvement Loans 


should not be raised. 
7. The maximum interest rate limitation 


on banks should be retained at its present 


level. 


8. It is also the view of the Federation 


that loans to specialized poultry and egg 
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enterprises should be the business of the 
Farm Credit Corporation rather than the 
Industrial Bank, 

9. The Agricultural Rehabilitation 
and Development Act program should be 
actively pursued. 

10. These should be created: 

(a) A national economic planning body 

of government attached to the Cabinet. 

(b) A National Economic Advisory Planning 
Council with responsibilities for 
informing the public about economic issues 
and conditions, as well as for advising 

the government, and with a secretariat 

of its own. 

(c) Provision for more independent research 
im economic policy, ineluding agricultural 
powbley. 

Di. “he national accounts snonuld be 
developed on a basis that separates investment 

and current accounts, 

12, The fundamental direction of our 
trade policy should be toward freer trade. 
The basis of our external agricultural policy 
should be to favour international consultation 

and agreement on prices, markets and surplus 
problems. 

13. Legislation requiring disclosure 
of finance charges in the form of simple 


annual rate of interest, and for restricting 
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1 the rate that may be charged on consumer 
2 purchasing, should be enacted." 
3 THE CHAIRMAN: Thank you very much, 
COMMISSIONER HARROLD: Mr. Kirk, before 
° we get into some Secale wettiies viens on recommendations, 
: I might start off by asking you a few questions 
J on the first part of the brief, and the first one 
: I would ask is in connection with recommendations 
9 as to farm credit policies, where it has been 
10 Suggested that credit should be available to the 
il family farm. Why encourage the family farm rather 
12 than have credit available to increase agricultural 


13 productions or’ something or- that “kind?) “would 
14 you like to explain a little more why you make 


15 that distinction? 


16 MR. °RIRK "Yes: “The Supmisslon-or~ trie 
17 Canadian Federation of Agriculture’ is that the 

18 predominant form of farming enterprise in Canada 
~ should be the family farm; and that farm policy, 
“ in so far as government policy affects the 

= development of the structure of farming, should 
= be so framed as to encourage the retention -- 

= because that is the structure we have now -- of 
24 the family farm structure. 

25 The reason why our people feel this -- 
26 and I think this 1s essentially a social belief 
27 and a social philosophy -- is that they believe 
28 that the independent operation of farms by owner- 
29 managers and people who own their farms and manage 


30 their farms and supply the bulk of the labour for 
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theirsfarms, with the use of some family labour 
and a relatively limited use of employed labour, 
is.the socially desirable form.of economic 
activity.. It 1s the one that they personally 
prelereandjsprererringe 165. taeyethink that it 
iS a social good in itself and should be preserved. 
We also think that in the business of agriculture 
Chis~form of enterprise is, and can be for the 
foreseeable future, a thoroughly economic form 
of,.cconomic, acgivity, from.the, point of view of 
the utilization of our natural resources. 
COMMISSIONER HARROLD: . The next question, 
then, has to do with a matter I think you mention 
in the brief on page 7o. You recognize that .a 
growing economy and an expanding economy is in the 
binterest of agriculture, both for the products we 
produce and also because if there is a movement 
of. the agricultural, labour, force, from. agriculture 
into other industrial activities, this is the 
best cnvironment for that to take-place, in. Could 
you give us some idea as to what you think of 
the Canadian economy in the last few years, in 
that there has been a somewhat slower growth, 
and has this affected agricultural prices or 
a greater movement at of agriculture? Have you 
any figures on this particular aspect? 
MR. KIRK:: Yes, as L recall -- Dr. Hopper 
do you recall the figures on that, of the labour 
force development in the last few years? 


DR. HOPPER I think we have something. 


fa 
ivedsl boyolgme to sey bedini£l yfevitsiot s bas 


oimonooe to mot sidsxtesbd ylistooe edd at 


viivitos 


{lisnoetsgq ysds teas ano edd ai gL 
ht sede deaths vers it giinyetsiq bas ge 
.bevisestq od bivodea prs ifsect mi boog Isisooe s at 
: eiudivoixgs to eeaesritaud odd al dadt anid? oats oW 
ent tot od. nso bos ,et sataquedas to mrol sing 
miot simonoos yingyorteds s .sivtut oldsesestot 
to weiv to tatogq sad mort vilvitdos oistesose To 
-esoruoast Isivtisn wo to molissilitgu.oedt 
,foisesup txen edt :QiCHHAH AHMOTeSIMMOO 
nolinem voy Anidd I swsdism 6 dtiw ob of asd .nmeds 
s tsds clara tainiee woY .) 9asq mo. tofid edt at 
edd af ak ymenooo anibasgxs Ab Ooms yMenoos, aniworg 
aw atowborq edt tol diod ed Ivoftgs te tesiognt 
Josmeven s el sist It sausosd oals bas souboug 
sivtivoiigs mort sotolt ywodsl Isiyvitvoitgs odd to 
edt ef etdd .eotitivitos Isfiiusgeubat rodto ovat 
binoD .af oosiq exfet ot tedtd tot dgaenmortivase Jaod 
to Naitdd voy dsdw ov es sebt smoe au ovlg OY 
nt ,etsoy wet tasl odd at ynomoos asibsnsd sat 
.dtwoxrg iswofe tsdwemoe s sood asd siodd Jsdd 
to esotsag Isuvdivoiugs betootis afdd asd bas 


HOY ovVSH FexutIvoiags to tb tnemevem 19ds913 & 


@doogqes usivottusq efdd mo aevugil yas 
teqgoH .td --. Ligoo1 Lets .ae¥./sHHLA , am. 
syodsl edt lo, .dsdt me, aotygit edd [fgosr woy ob 


faisey wet test odd mt ponent goat e 


canal oven. ow aad & -GE9SOH, AG... a 
ya we a i 


Nethercut &é Young 7 & 216 = 


Toronto, Ontario 
on that. 

MR. KIRK: I believe that over a short 
period it is difficult sometimes to be sure, 
but I believe the figures demonstrate that with 
the higher level of employment there tends to be 
a slowing down of rate of decline in the farm 
rabour force. 

Dit. MCL? GA The average over the past 
le years is somewhere between 19,000 and 20,000 
farm operators have left the farms; but last 
year, between 1960 and 1961, there were only 
9,000. In other words, it has slowed down as a 
result of, I presume, lack of employment in urban 
industries. This may continue; it may not be 
aS extensive in the future as it has been in the 
past. 

COMMISSIONER HARROLD: How about the 
effect on prices? Have you any facts to support 
any statement on whether it has affected prices 
at ail Of agricultural prouucus: 

MR. KIRK: Certainly, you will not get 
a perfect relationship between what happens to 
your prices and the condition of the economy. 

So much depends on external markets, the weather, 
and so on. But, other things being equal, the 
lower level of economic activity in the non-farm 
sector will tend to put a greater pressure on 
the utilization of labour in agriculture, and 


will tend to keep production higher than it would 


otherwise be. 
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COMMISSIONER GIBSON: Assuming good 
employment conditions over a long period, how much 
further do you expect this process of decline in 
the number of farm units to go in the next two 
or three decades? With the present level of 
technique, and so on, how many farmers should 
you have in Canada, just to give an idea what 
the trend should be? 

MR. KIRK: I do not» really know. The 
truth is that I have no sort of authoritative 
estimate on this. Very obviously, there is a low 
point beyond which, if you are utilizing your land, 
ape. Jaboure foree. does not drop. But the generally 
accepted view is -- and I think it is correct -- 
that there is ‘aygood deal of distance to go yet 
in the decline''in the farm; labour foree, and I 
would expect perhaps down to about 7/7 per cent 
of the farm labour force before we are through, 

But it would depend a lot on whether as a nation 

we go in (for producing for. other -countries 
increased amounts of livestock, or whether as 

a nation we do not compete and we go in for improving 
it foO-RWat will be a factor, how fully we utilize 

our productive capacity. 

DR, HOPPER: There are still in Canada 
a great many small farms, many of which are uneconomic, 
and it is these marginal farmers on marginal farms 
that are going to decline, and I think this.decline 

will continue, but perhaps not at the rate at 


which it has been in the past. 
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THE CHAIRMAN: Do you think there is 
something to be said for preserving the marginal 
farm, or should the economic forces take their 
course? 

DR; HOPPER: I think they will take their 
course anyway. I do not think anyone reaching 
one way or the other is going to make much 
dhifveren@eéatit sisngoing to continue. 

THE CHAIRMAN: Do you include market 
gardening, or do you count every market garden 
as’a farm? 

DR. HOPPSR: I think we include it in 
BericuLlvure, Yeon. 

THE CHAIRMAN: That is what I meant. 

DR. HOPPER: Yes, certainly. 

THE CHAIRMAN: So the number of farms 
in this: country includes market gardening. > This 
if,e0f counselrusually!a very snald acreage! per 
operator? 

DR. HOPPER: Yes, but even some of the 
market gardens have pretty big areas. 

THE CHAIRMAN: Yes, it varies a great deal, 
oF course, 

MR. KIRK: On the question of is it a good 
thing to keep marginal farms, it is certainly not 
a good thing to keep marginal incomes, low incomes. 
I think the answer to that is that we would never 
view with pleasure a condition that perpetuated 
a seriously disadvantageous income position on 


the part of significant numbers of people, because 
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we do not think this is a socially healthy thing. 
THE CHAIRMAN: On the other hand, if a 
man has not very much capacity and if he went 
to the city he would deteriorate rapidly. MThen, 
is it socially better to have him on a piece of 
land, outin the country, even though he makes a 
very small income, if he and his family are happy 
there? Thatiis thes"ir". 
MRS BIRKS) Yes; that isrricht< Lise 
person is earning in agriculture what he could 
expect to earn as a productive individual in 
non-agriculture then I would agree there is nothing 
wrong with this. But I would not agree, first 
ef all, that you develop in agricultural areas 
unemployables. Just assume they are all in this 
position from an employability standpoint, and 
then get a position, from a social point of view, 
where an entire area was marginal, then you 
have an environment that is very unsatisfactory 
for the children of those people, and there is 
no reason to expect they are going to be unemployable 
or semi-unemployable, which is what you are suggesting. 
THE CHAIRMAN: You are assuming the 
children would be better off in the city than on 
the farm. The father may be earning a slightly 
greater amount of money, but he is probably having 
to spend more for hess. Is there something to 
be said for a certain amount of farming of that 
nature, which keeps people out of the cities and 


allows them to live a more healthy life, because 
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many of these people beaber hie BOT OF “Lites 

Mn> KAEK: Oo Yes, that Te CL eG. 

THE CHAIRMAN: They are not adjustable 
tO cLiy* Lire. 

DR, HARPER: iivvhat is* true; I think 
they should stay where they are. If they are 
happy there, on the farm, and would not be happy 
in the city environmnent, then they should stay. 

THE CHATRMAN: You cannot just compare 
the income. 

DR; HARPER: ‘There 18 @ substantial 
number of farmers who have non-farm income. When 
we made the study for the Senate Committee on 
Manpower and Employment we were told in some 
questionnaires that something in the neighbourhood 
of 40 to 50 per cent of the farmers in the Province 
of Quebec have non-farm income as well as farm 
income. So-tnis’ is crowing very rapidly, 

COMMISSIONER BROWN: Would that be employment 
on woodlots? 

DR. HARPER: Yes, some of them work in 
the bush, and others are doing all kinds of jobs, 
working in the pulp and paper mills on a part-time 
basis. 

THE CHAIRMAN: Some are school teachers 
and have a little farm nearby. | 

DR. HARPER: Yes, and many of their wives 


work. 


MR, KIRK: From a policy standpoint, 


on this question the position our Federation takes is 
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that, first of all, whether or not people stay on 
the farm under any given conditions is very much 
their own business. We are not in favour of 

the compulsory movement of farmers. I think that 
is a. large. part of, the answer, to. your, question, 
from a policy standpoint. 

The other thing though, of course, is 
that our organization does not view agriculture 
as being an industry that should be a repository 
for very large numbers of low income people, 
with a social theory along with that that there 
is something satisfactory and all right about 
this condition and that even though their incomes 
are low, because they are on the farms they are 
Happy. Lede not think we subscribe to this ideas 
we do subscribe to the value of farm life, given 
adequate conditions for it. 

COMMISSIONER BROWN: AS a matter of 
interest, on Table II I notice that while the 
number of male people in agriculture has been going 
down steadily in the last seven years, there has 
been an increase in the number of females, There 
must be some simple explanation for this, and 
I would be grateful if you could give it to me. 

MR. KIRK: My guess --.and I say "guess" 
because I do not know from an actual standpoint 
of knowing research information on this specific 
point -- my guess would be that this is where the 


lack of employment opportunities has particularly 


turned up, in this female employment sector. Of 
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course, in some areas of female job activities 

in the city there has not been such a very desperate 
situation, from the point of view of stenographic 
rélp; “but remember that *a lot or the remales 

on farms have not “had éasy “access ‘to commercial 
coursés; and this Kind’or thing, that fits them 

for that work.” They Nave not the easy access of 


female city dwellers, 
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COMMISSIONER BROWN: The female labour force 
in agriculture was 132,000 in 1949, 50,000 in 1953, 
35,000 in 1954, and it is now 50,000. Are these 
people working for some type of farming which is 
particularly adapted to female labour, such as berry- 
picking, poultry raising, and so on? 

MR. KIRK: No, I would not think so. Frankly 
I do not know. It may be related to an increase in 
the female population. We had a post-war period with 
@ larger number of young people. Probably there is 
some reflection of that in this table. 

COMMISSIONER BROWN: Obviously it is nothing 
which stands out at all. | 

MR. KIRK: No. 

COMMISSIONER HARRCLD: On page 12 of your 
brief, the second last paragraph, the following state- 
ment is made: 

"No other industry has had the increase 

in. productivity per hour of labour as 

has agriculture." 

Is this for a specific period or how is the comparison 
made? whould you expand a little on that particular 
sentence? 

MR. KIRK: First of all, this relates to 
the rate of increase and not to the final, absolute 
level of productivity. We are not suggesting that 
the final level of productivity is higher in agriculture 
than in the rest of the community. I want to make 


myself clear on that. In the 1960 Canada Year Book, 


page 436, one reads: 
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"The increase in productivity per man 

in recent years has been greater in 

agriculture than in any other Canadian 

industry, having risen 48 per cent from 

1946 to 1957. In manufacturing the 

increase was about 4O per cent; in 

transportation about 34 per cent; in 
mining about 31 per cent, and in trade 
only about 7 per cent.” 
Now, it is that kind of calculation and that evidence 
we are using for our statement. 

THE CHAIRMAN: How do you estimate the 
number of hours of work that is done on a farm? 

MR. KIRK: We did not make this statistical 
calculation and I am afraid I am not in a position to 
back it up technically at all. 

THE CHAIRMAN: I did not know they had the 
eight-hour day on the farm yet, or have they? They 
may have in some places. 

MR. KIRK: © Ido ‘nov’ recall the’ figures but 
surveys have been made from time to time as to hours 
worked on farms, and whereas these surveys have shown 
a decline the hours of farm labour still are considerably 
greater than the hours in non-farm labour activities. 

THE CHAIRMAN: That would be for employed 
labour? 

MR. KIRK: And for self-employed labour 
as well, calculated on a survey basis. 

COMMISSIONER GIBSON: Would there not be 


a wide variation across the country as to increases 
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jn production? In other words, I would imagine that in 
some parts of the country the increase in productivity 
would be very much greater than in others? 

MR.KIRK: Yes. There are distinct differences, 
Sometimes by provinces and sometimes by regions, and 
also I think as between commodities. But I am not 
too clear on this. 

COMMISSIONER GIBSON: Where would the greatest 
increase in productivity be? 

MR. KIRK: Regionally speaking, the greatest 
increase has been in the province of Quebec. 

BR: LEOPPER suvYes. 

MR. KIRK: I think the grain crops as opposed 
to livestock, particularly as opposed to the dairy industry, 
would tend to show a greater increase in productivity. 

COMMISSIONER MACKINTOSH: How about cows and 
poultry? 

MR... KIRK: « Definitely. 

DR. HOPPER: I am sorry that I do not have 
the figures, but there has been an increase in eggs 
per hen and in milk per cow. There certainly has been 
an increase in productivity there. There has also 
been some increase in beef cattle. They have developed 
better feeding and breeding methods and this has resulted 
in a higher production of good beef. This is so in 
almost every field. I presume that wheat production 
is higher provided there is the proper kind of weather. 
Better varieties and more fertilizers have been very 
important factors. I think we have shown in our brief 


that the varieties of fertilizers have been increased 


ot ¥ vr in _ ie’ iu 
tedd entgent bluow I ,abiow seddso al fmoktouborg ot |! 


| 
2% 


ytivitouborg at eeseiomi sdd yrtawoo ods to etisqg emoe 8 


varedto nk asdt yedeerg doum yrev od bivow Je 


ifeonsi0 2b toaisteib 916 SuOAT -69Y ; ADA. AM 


bas ,enoigex yd aomitenos bas esonivorqg yd ssmitamoe 


| ton ms I ou .eottibommoo meewied as antdd I oats 


: »aidt mo sselo oot 

» a 

7 jtestse1g edd bilyow stsaW <:MOeslO ATMOITS2IMMOD \8 7 
| 


P | ne 
: “ Sed ytivitovborg at sassiont }2 7 
| jasteesg ond .gnindesge yifsemelgen :AHIA .AM , ee 7 


.oedsu@ to somiverg odd mt mood asd sasotont | it 


.aeY :SST90H, Ad jst 

; | Bbeeoggo as agoxrs aisig ont Amidg 1 : NAIM .AM ls 
eVitdeubot yrisbh edi of pezoqgo a6 ylisivoltysq ,dooteevil of i 
os .Ydtivisouboug ai saseromt tetsesg 6 wode ot bass biuow ie 
bes awoo dvods woH :H2OTMINOAM ABMOL221MMOD o w 

| gyri fuog ‘i 
: Ylediatied :xAIM .AM a 
: eved ton ob I tedd yrvoe ms I ;S0990H . AG hae 
; aago cl essaioat ag deed asd siedd dud ,aciatt edt is 
7 need asd ylatstieo exedT .woo yeq lim at bas aed 19q ipes 


a  obls eed sxeat sens yitvitouborg ait eassiont as 


begaloveb sve yedT ~sittso teed at sesetomt omoe meed jes. p 
, : | 
|bstivees asd aidd pne ebortem gatboeid bas gatbsel asdied - 
mi oe af eidT .tsed boog to aottouboug rergtd s at pes 


nottoyborq teedw tsdd smusoerg I .bieit yreve saomis pas 


-tedtsew lo bald usqo1rg smd at eaedt bobivorg 19sdgtd et 


3 viev need sved ayesiiitisl stom bas eotielisy i9dt0d 


} 


| Yetvd avo mi gwode over ow Anidd I .exotost sastrogmt 


eee: ased eved nye L tebm 


i] 
as > eae ae A - aes cay he j 


Nethercut &é Young x 5226 aS 


Terento, Ontaric 


and that there has been and increase in the varieties 
of pesticides for the control of disease. All these 
factors contribute to a higher rate of production per 
man. 

MR. KIRK: These figures are on labour pro- 
ductivity and not the overall concept of productivity, 
which is a very different thing. 

COMMISSIONER GIBSON: This is value of out- 
put per head on a constant dollar basis. 

DR , “HOPPER? »’ Yes? 

COMMISSTONER HARROLD: As I understand it, 
productivity and credit are related. On page 12 of 
your brief you state: 

"Tnadequate credit is one of the main 

factors -- if not the main factor -- 

which prevents farmers from expanding 

their farm operations to economic pro- 

portions." 

This subject is discussed for another paragraph or so. 
Now, if credits were generous and easily available, 
might not the additional yields in productivity have 
some effect on lower farm prices, and where is the 
point at which this happens? What would you suggest 
might be the relationship between more credit and lower 
prices, especially in a country such as Canada or the 
United States? 

MR. KIRK: It has often been suggested that 
since we have a condition of chronic tendency to over- 
production and a downward pressure on the labour force 


in agriculture, that the more you increase productivity 
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the worse off you are. I think this is the kind of area 
of thinking that you are referring to, Mr. Harrold. It 
is the view of our organization, broadly speaking, that 
it is not a good line of policy to take to hold up the 
development of technology and the increase of productivit 
in agriculture either in the national or farmers'! 
interest in the desire to create in this way some kind 

of a limitation on the amount of production. 

If you were to imagine what would have 
happened by a strict application of such a policy over 
the last 20 or 50 years, it would be pretty evident 
that this would have been a disastrous policy for 
Canada and the farmers generally. You would still have 
a very low productivity group of farmers. At the same 
time I think in the short run it is true that rapid 
advances in new and improved methods can aggravate the 
farm price difficulties. However, this is. a short- 
run thing and we just cannot think that the fear of 
this happening and the consequent avoidance of it is 
a sound basis for farm policy. I am not sure that 
we understand just as well as we might, when we speak 
of economic research, the dynamics of agricultural 
adjustment and the exact impact on all the farmers of 
policies to promote increased productivity through credit 
or extension or other means. 

I do not believe that this isvery well under- 
stood. This summer during a workshop of agricultural 
economists on the dairy industry this very point arose. 
There was a difference of emphasis on the part of some 


of these economists on the importance of pushing hard 
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for improved technology. Some fdlt that utle@ present-day 
conditions of the dairy industry, with which I think in a 
broad way you are familiar, and under this programme, 
that particular emphasis on technological advance is 
not indicated. Others felt that in spite’ of these 
conditions the thing today was to push forward hard 

on technology, that it was this whichwould most rapidly 
in the final analysis improve the position of the 
farmer. 

THE CHAIRMAN: Yes, but there are two aspects 
to this. It seems to me that the first real question 
in connection with farm credit has to do with a policy 
to increase credit beyond the present facilities to 
such a point that people are being encouraged to enter 
into farming operations on a very narrow margin. Lf 
they have a bad war then they have relatively large 
interest payments to meet, nc matter how much they are 
subsidized unless thisis given to them interest-free. 
Should we be encouraging that sort of farming and 
encouraging people to engage in that sort of activity 
at a time when the gross product of the farms is such 
as you have described, when the productivity is ahead 
of the effective demand? It is quite’a different 
thing, encouraging farmers to improve their methods, 
which incidentally would increase their productivity, of 
course, but it may be that the greater the productivity 
of the efficient farmer the greater the number of 
marginal farmers who would go out of business, 

COMMISSIONER BROWN: Could I ask a question 


in the same context? Are you looking more towards 
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enabling a farmer to increase his productivity on his 
farm or are you looking towards improvements to enable 
a farmer to look after not only his farm, but also 

a farm that is presently operated by another farmer? 

In other words, are you looking forward to increasing 
the absolute amount or increasing the amount per farmer 
and reducing the number of farmers; in other words, 

a better share for each one that is still farming or 

a larger overall productivity? 

MR. KIRK: In terms of use of land there 
would be some cases where increased land area would 
have to be available to the farmer if he is going 
to do the job of increasing his productivity. There 
would be other cases where this is not so true, where 
the intensification of the use of his present land 
would be necessary, and there would be still other 
cases where land is not the critical factor as perhaps 
in the case of egg production. 

We have endeavoured to outline in our sub- 
mission that we do not have a good picture of the returns 
to capital and the marginal returns to new capital 
in agriculture, but our judgment is that for new 
capital in agriculture the returns to these are fairly 
good. The second thing is that in none of our policies 
do we propose to plan and manage the entire agricultural 
economy in a detailed way centrally, so you have the 
situation as a result where from the point of view of 
any farmer the crucial thing for him is opportunity. 

As some farmers will be unable to take the opportunity 


that is given by this credit, others will not for variou 
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reasons wish to. But our point is that the opportunity 
Should be there. The productivity potential is there 
and we think that from the national point of view 
of the utilization of the country's resources and 
from the point of view of the farm people and their 
children, the best policy is to create adequate oppor- 
tunities for them if they wish and if they can to invest 
and improve their productivity where it is running 
below what it should be. I do not know whether this 
altogether answers your question, Mr. Porter. 

THE CHAIRMAN: A little later on I shall 
have a few questions to ask you dealing with some of 
your particular recommendations, and that will give 
us an opportunity to enlarge upon this discussion a 
bits 

COMMISSIONER HARROLD: Changing the questionin 
a°hittle Pity oMre/ Kirk, I-beélieve’ on’ page’ 15/of’ your 
brief it is indicated that the greatest percentage - 
of loans to farmers is advanced by the government 
through the Canadian Farm Credit Corporation. There 
is a table on page 15 of your brief which gives informa- 
tion with respect to loans to farmers by government 
agencies, the Farm Credit Corporation, and through 
private investment associations, life insurance companies 
and so on. The table indicates a very small percentage 
of loans made by these organizations. In other words, 
most of the credit is advanced by the government through 
the Canadian Farm Credit Corporation, and so on. Has 
this always been the case? In your brief there are 


several coments about referring credits through govern- 
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ment agencies. Is there a reason for this or do you 
see this situation changing in the future? What 
has been the history of it? 

MR. KIRK: My general understanding of the 
history, of course, is that in the earlier periods 
of settlement and the development of agriculture in 
this country there were not these government programmes. 
The federal Farm Loan Board, the predecessor to the 
present Farm Credit Corporation, did not do as large 
a percentage of the total business as the Farm Credit 
Corporation is doing today. There has been a very 
sharp increase in the total of credit advanced. Mind 
you, this figure of $399 million for the total of long- 
term credit does not represent all the credit on which 
we have received information in reports from credit 
and loan companies and provincial and government depart- 
ments. As. we say near the end of,,page 15 of .our. brief, 
the total of these long-term loans is about $650 million 
to $750 million. This, is,,of course,.a larger, figure 
than the $399 million. The reason for this is that 
there is still a very great deal of private credit 
involving, for instance, transfers from fathers to 
sons and local people lending money on mortgages. 
This has been a very common form of farm financing 
in Ontario, for example, where loans are made by people 
in the district. So you have still quite a large 
percentage of the mortgage eredit given by other than 
government agencies. 

COMMISSIONER HARROLD: Yes, that is true, 


but the corporations such as insurance and trust companie 
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hold about 3 to 5 per cent of the loans, which is a 
very small proportion, is it not? 

MK. KIRK?" That’is*right. 

COMMISSIONER HARROLD: Do you see this increasing 
at all in the future? 

MR; KIRK S “I-do-not see-it- increasing as 
long as there is more satisfactory credit at a better 
interest rate available from the government agencies. 

THE CHAIRMAN: The government rate is 5 per 
eent? 

DR. HOPPER: Yes. 

THE CHAIRMAN: That is a lower rate than 
could be obtained from private sources. 

Bie MRinmeeweres, “Ona rd COPrece. 

THE CHAIRMAN: Perhaps the explanation for 
the private credit transactions is that there are 
certain conditions which must be complied with under 
government loans, ‘isthat. not so? In other words, 
farmers must meet certain qualifications in order to 
get a loan? 

MR. KIRK: That is right. 

THE CHAIRMAN: They have to be satisfied 
with the capacity of the farmer to make use of the 
credit properly, and so on? 

MR. KIRK: That is right, and they have to 
be satisfied that as far as they can tell it is. 


an economic unit they are setting up. 
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THE CHAIRMAN: So that they make quite an 
exhaustive inquiry before they lend the money, whereas 
it may be for certain purposes they could get money 
more easily, often at a somewhat higher interest rate, 
by going to some lending company or to some individual 
whom he knows; there must be a great deal of that? 

MR. KIRK: Yes, and some do. 

COMMISSIONER HARROLD: I would like to refer 
again to farm ownership. Going on the problem of 
selling farm lands today, have you any information 
telling us whether it is easy to sell or hard to 
move, and also the price? Has there been any change 
in prices in general, geographically? I notice some 
figures here that suggest they have increased somewhat, 
but how fast? 

DR. HOPPER: I don't think we have any 
particular information on that. 

MR. KIRK:. We haven't brought any particular 
data. 

DR. HOPPER: .I think it is increasing, 
but I don't think we have any actual figures on what 
increased prices the farmers are selling at. 

MR. KIRK: I think in a general way we 
do know that it is true that over the last ten or 
fifteen years the price of farm land has been, I would 
say, quite remarkably firm and strong and has gone up. 

THE CHAIRMAN: Would that be due to some 
extent to the credit arrangements? The farmers can 
get credit at 5 per cent and you go up to 75 per 


cent of the value, don't you,in some cases? 
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MR. KIRK: Yes. 

THE CHAIRMAN: Wouldn't that tend to increase 
the sales price of farm properties? 

MR. KIRK: Well, I think that it is more due 
to the fact that with more people continuously wanting 
to farm then, in fact, will be able to farm, that the 
price of land tends to be shoved up to pretty much 
the maximum which the farmer can manage to get along 
on. 

THE CHAIRMAN: But if the credit facilities 
were less and the man would have to raise three-quarters 
of the amount of the cost of the property, it would 
tend to reduce theiprice: level, wouldn't it, to farmers, 
the fewer people who could afford to buy a farm? 

MR. KIRK: I think it would have this 
tendency, yes. 

THE CHAIRMAN: So, these credit arrangements 
cut two ways. To some extent they have a slightly 
inflationary effect. 

DR. HOPPER: And price supports do tend to 
increase the value of land as well. 

THE CHAIRMAN: Price supports? 

DR: HARPER: “Yes. 

THE CHAIRMAN: Well, all subsidization is 
apt to do that. 

DR. HOPPER: Sure. 

MR. KIRK: I think one of the problems of 
credit policy is whether your objectives are undermined 


by an inflation of land values. This is one of the 


reasons and one of the good reasons for having a fairly 
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1 stringent examination and supervision of what you do through 
2 the government agency, because it does tend to 

3 weaken this inflationary pressure and then, of course, 

4 the other thing is that very often it is the father 

5 of the man who is buying it who is getting the money 

6 from it and you know it is not altogether undesirable 

7 there Should be a reasonable transfer of value to the 

8 seller, because very often this is the money that is 

9 going to allow him to buy. You have there both farmers;| the 
10/ one that sells and the one that buys. 

11 THE CHAIRMAN: It is the one that buys who 

12 can afford to pay the debt? 

13 MR. KIRK: Yes. 

14 COMMISSIONER HARROLD: It is 75 per cent of 


15 the value in relation to the Act of May 16, and you 


16 use the word "value" there. Have you any idea of 
17 the procedure they use as the assessed value or the 
18 So-called market value? What is the usual standard 


19 that you use? 
20 MR. KIRK: It is not the simple market 
21 value appraisal. I am not sure precisely what their 
22 appraisal techniques are, but I understand that there 
23 is a real element of productive value that they try 
to take into account in their appraisals in the Farm 
Credit Corporation. 
THE CHAIRMAN: They make a thorough examinatio 
of each farm? 
MR. KIRK: That is right. 


THE CHAIRMAN: And take into consideration 


the measure of the land and everything else; the situatiqn 
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that refers to markets, and so on. 

MR. KIRK: There are two sections to the 
Act, and the inquiry is much more thorough under what 
is known as part 3 of the Act, there is a much more 
thorough going inquiry into the plans of the farmer 
and. his ability to farm because there, in connection 
with the 75 per cent, the security they can take in 
includes machinery and livestock as well as buildings 
and land, and under these conditions they take on 
much bigger responsibilities for supervisory methods 
and investigation. 

COMMISSIONER HARROLD: These are all the 
questions I have, unless the Commission has some. 

COMMISSIONER BROWN: Just following along 
the same pattern, I notice that on page 18 that these 
are provincial credit legislation figures, and that 
the province of Quebec accounts for two-thirds of the 
total. This seems rather a large figure, and 1. looked 
up Appendix B, which outlines the terms of these 
provincial credits and I see that in Quebec there 
are three forms, apparently, and that under the Quebec Farm 

Credit Summary regular loan, they can get $15,000 

or 80 Ses cent of the appraised value of the security, 
and under an established loan there is another $15,000 
or 90 per cent of the appraised value of security, 
and that these loans are at 2s per cent, which is 
considerably lower ‘than the 5 per cent we were dis- 
cussing and also this percentage is considerably higher 
than the 75 per cent which we were discussing. This 


would obviously account for a greater attractiveness 
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in Quebec. 

My question is have you any figures to show 
that this has led to greater productivity in Quebec 
or has it had other perverse effects? 

MR. KIRK: As I mentioned earlier, the rate 
of productivity in Quebec has been increasing at a 
more rapid rate than generally in the other provinces. 
I think it has been at a lower level and I think it 
still is than, for example, Ontario, but it is catching 
up. 

Now, what effect the farm credit arrangements 
have had, that I don't know. I think in part in 
would be in this modern world perhaps an inevitable 
result that sooner or later there would be an upsurge of 
realization of thepotential for productivity and a 
taking advantage of it. No doubt the farm credit 
provisions have helped a good deal in that. 

COMMISSIONER BROWN: If you could show a 
definite correlation between these it would build up 
your whole thesis. 

MR. KIRK 3 ; Yess 

COMMISSIONER BROWN: That is why I asked 
if you had any figures to show if this had helped or 
not. 

DR. HOPPER: 22 per cent is a pretty small 
interest rate. 

COMMISSIONER BROWN: But if it has had the 
effect, you can see that it helps build up your 


argument. If not, it means that farms are at a higher 


price --- 
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DR. HOPPER: It will be a very useful study 
to make to see to what extent productivity has increased 
as a result of that. 

COMMISSIONER BROWN: Of course, you haven't 
any figures you can give us on that? 

DR. HARPER: No. 

MR. KIRK: I have asked our Quebee directors 
about their opinion of the question of the inflation 
of land values in Quebec as a result of this programme, 
and their answer was that they thought not, from their 
general knowledge of how it had gone in other parts 
of the country as well, and what had happened, that 
it had not had a particularly noticeable inflationary 
effect as compared to other land in other provinces. 
That was their answer, but that was just their opinion 
on the basis of observation, not on the basis of any 
developed study of the question. 

COMMISSIONER HARROLD: These provincial 
schemes are fairly recent, are they not, advancing 
credit? 

DR. HOPPER: Yes. I don't think they are 


as long-term as some of the others. 


COMMISSIONER BROWN: Long-term loan? 

PR; HOPPER: Yes. 

THE CHAIRMAN: These are.loans for the purpose 
of purchasing a farm, are they not? 

DR. HOPPER: Yes. 

THE CHAIRMAN: These Quebec loans are to 
purchase or improve on real estate? 


COMMISSIONER BROWN: And then they have a thir 
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one, a farm improvement loan, where it is 6 per cent, 
less provincial rebate of 3 per cent, so it is a net 
cost of only 3 per cent. There are three types there. 

BR. KIRK® ves. 

THE CHAIRMAN: I was thinking of the purpose 
of purchase and/or improvement to real estate, con- 
solidation of debts, et cetera. That is the first one. 
The second one is purchase of a paying farm, and the 
third one is for farm organization and improvement. 
Well, the larger ones are for the purpose of acquiring 
farms, and that would not increase the productivity. 

COMMISSIONER BROWN: I think the first one, 
sir, has the purpose of purchase and/or improvements. 

THE CHAIRMAN: The improvement part of it 
might have something to do with productivity, but the 
mere acquisition of a farm wouldn't affect the pro- 
ductivity, of course. 

MR. KIRK: No, when a purchase is a transfer 
of existing capital it doesn't have any automatic 
implications for productivity. 

THE CHAIRMAN: Well, unless a person ¢an 
borrow or acquire some way some additional capital, 

then he hasn't very much to improve the productivity 
of his farm? 

MR. KIRK: That is right. 

THE CHAIRMAN: One leads to another. 

MR. KIRK: That is right. I think we 
have referred to the question of the different 
development capital needs, and this is a thing that 


concerns us. 
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COMMISSIONER HARROLD: The Quebec Credit Summary 
Shows a rise in 1961 and a revision in some of the 
other provincial acts or authorities. It doesn't 
indicate when it was started, Have you any information 
how long it has been in effect in Quebec? 

MR. KIRK: I am sorry, I just don't know. 

DR. HOPPER: 1 don't think we ever looked 
back into the origin of credit. 

MR. KERK: But it is still for ten years, 
I know that; my understanding is that it is for most 
of the post-war period, certainly. 

THE CHAIRMAN: Then, we will proceed to 
certain specific. recommendations and first of all 
at page 3 of the summary the first recommendation is 
for the granting of interest-free loans to farmers in 
cases of natural disaster. Now, what provision is 
there at the present time to deal with the sort of 
disasters that you contemplate by this recommendation? 
Is there anything at all? 

MR. KIRK: No. Well, if there are disasters 
that are sufficiently widespread, then it becomes a 


national emergency and the provincial and federal 


authorities and the public, through a campaign of 
donations, swing into action. 

It is like the floods of Winnipeg, and so on. 
Where the same thing happens on a more limited scale, 
then nothing happens and there is not, as far as I know, 
any particular provision for meeting the difficulties 
of this sort except in the case of hail. There is, 


of course, hail insurance which is a common thing in 
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western Canada and that particular disaster is dealt 
with to a certain extent the way drought is dealt with. 

THE CHAIRMAN: And wind insurance; I don't 
know whether many people have it, but there is such 
a thing. 

MR. KIRK: Yes, there may be particular 
insurance that is available for wind. 

THE CHAIRMAN: That would be with the 
insurance company? 

MR, KIRK: Yes, through an insurance company 
{foit exists: 

THE CHAIRMAN: I was just wondering to what 
extent insurance is available through some agency, whethe 
it is an insurance company or a public agency? 

MR. KIRK: Well, I am not aware of any 
development of private insurance for crop insurance; 

I am aware of development of hail insurance, most of 

which is with private companies and co-operative companies; 
there is that area of insurance. Then, of iwourse, 

there is the Frairie Farm Assistance Act, which is 

a form of partial insurance against drought, and there 

is the new Federal Crop Insurance Act that isn't very 
widely used yet but may become so, and that is designed 

to provide a form of crop insurance. 

COMMISSIONER MACKINTOSH: Is your 
recommendation additional to that kind of assistance? 

MR. KIRK: Yes sir, it is additional to that. 
We are talking about a particular disaster that not 
only affects the crop but affects the capital of the 


farmer and that are particularly severeand can put a 
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very heavy load for capital replacement on the farmer 
and sometimes can severely reduce his income- earning 
possibilities for one or more years. 

COMMISSIONER LEMAN: What sort of disasters 
are you now talking about that affect the capital 
of the farmer; fires or what? 

MR. KIRK: Well, not so much fire of 
buildings, which, of course, is insurable; that is 
a regular form of insurance which we have had for 
many years. For example, if you have a very severe 
frost condition in orchards that damage the trees and 
perhaps kill them, this can be a very severe thing 
for the orchard man. It goes far beyond the loss 


of that one crop. 
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If you have floods they can destroy not 
only one crop but can very severely damage 
the land, and works for the re-establishment and - 
the reclamation of the firm are needed. A very 
disastrous outbreak of insect infestation in 
some areas may, under some conditions, be so 
Severe as to be a very damaging thing. Floods 
and damage to orchards have been two of the things 
that have been principally mentioned in this 
eonnection by our people. 

We would want such a plan set up with 
great care so that it could not be abused. It 
is not our intention under this programme to set 
up a system by which people can get capital 
interest free where there was not a real and 
evident need foagit, and,..of, courses .thex.sheuld not 
get that capital interest free when there is not 
a real and evident need.fonr-it.«. However, disasters 
do occur that are large enough to provoke public 
action, but the same kinds of disasters happen 
to smaller groups of individuals and do not 
receive public recognition, and there is no way 
of dealing with them in the same way. 

THE CHAIRMAN: Instead of having something 
that would be quite a complicated system such as 
this would it not be better for a farmer who 
has a loan for the purchase of his farm from a 
eredit corporation to be relieved of the payments 
for a year or so? That would give him a chance 


of restoring his position. Of course, if the 


ie, 


ae 


- : _ 
oe 
, 


ton youtaeb iso yodt aboolt evsd yoy IT 


ii ue 
ey esa. pay a 
i 


<4 


szemsb ylowevea YASV MSS tud qo%o reno cetaans | 
pons daemdetidsdse-or oft 10% advow bas, bmBL oddig | 


yrev A .bsbeen ets mitt ont To aoitdsmslos1 odd 


ak noktsdesint tosamt to aAsewddve. avortase tb © 


o# od .enoidtbaos smoe ssbau es emoe ~ | 
aboolt ,agnidd antasmeb yrev 8s ed ody @8 9ISVSE | 
agnidd adé to owd meod evs aebrstoto ot sgsmsb bas ~ | 7 
atdd at bonofttnsm vifsatontng nesd even gsdd © | 
,efqoog wo yd mottoorrioos jor 
H 
Atiw qu tee neq s Nova tasw blyow oW i an 
$I .beauds ed gon bluoo ¢£ tedd o& ots0 sets i 
| toe o¢ onimergo0xq etdd tebaw noftnednt two ton et ii 
Isdviqso ven nso olqosq dofdw yd meveye s qu Mr 
. pas Iset 5 ton asw otedt stedw osrtt seorsdat a 
ton blwode yeds .seatwoo to .bas ,tjiwmt been tjasbive nt 
ton ef osendt menw esat tesretat Istiqso Jsdi jog [vr 
ersdesaib .rsvewoH .d3f wot been dnebive bas [set s - 
| oiiduq sxlovetqg o¢ dgvome sstsl ers dst tvo90 ob © er 
neqgsd aredasetb to ebain emea odd Jud ,nolidos of” 
gon ob bas elsubitvibat to aquorg welisma ot ' 
yaw om ef stent bas .noltingoost otiduq svioost is 
.vsw omee oft at mond d¢iw gatiseb to * ; 
: giiddsmog anivsd to bsstenI :WAMATAHO AHT is 
x es dove meceye bedsotiqnoo s stinp sd bilyow tsrt lo 
|  odw remvst s Tot wetted od tom tr blyow etdd as 
8 movt mist eid to sesdousg odd tot meol s esd ws 
adnomysg edt to bevetlor ed od aottistroqios sibeto las 


sonsdo s mid evig blyow tsdT foa to tssy 6 TOT 


oat ‘te .9B109 TO .motiiaog ald gaitiosaot ‘to. 


es a an as . - 


Nethercut & Young - 5244 - 


Terente, Ontario 


farm was debt free he should be able to raise 
the money without too much difficulty. 

MR, -KIRK:. Yes, if thecfarmiwas'idebt 
free he would be in a much better position to 
manage through the regular loaning system, I agree. 

THE CHAIRMAN: .But there are a great 
many complications that arise in working out to 
what extent there was a disaster, because every 
year there is a disaster on farms of some magnitude 
or other, and farmers have to be pretty much 
on their toes to make the best of a bad situation. 
Appendix 3 describes in somewhat greater detail 
the emergency and disaster loans, and it can be 
seen that the whole matter is a very difficult 
one. 

MRS°KIRKS “DlTagree -NoPt ais Spossible 
to imagine many potential difficulties, and also 
to imagine that if so and so did such and such 
he might manage to get these loans under wrong 
circumstances. ;.,There could.be;also, unreasonable 
demands. But, our own opinion is, that in practice 
you find a Jot of these fears are illusory, 

Tvthink suchla thine cquid be 
operated responsibly, and it would be treated 
responsibly by the governmental organizations and 
the farmers concerned. If it was set up in the 
right way I do not see any reason why we cannot 
operate such a scheme responsibly in this country. 
I think it would be wrong to assume that human 


weakness and cupidity necessarily rule out the 
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Operation of a plan such as this. 

COMMISSIONER LEMAN: What puzzles me 
a little bit is why, if this kind of a scheme 
is commercially viable, it cannot be started 
through private initiative. 

THE CHAIRMAN: You can hardly expect the 
loans to be interest free under those circumstances. 

COMMISSIONER LEMAN: But do they have 
to be interest-aree, “This could be a form of 
insurance, could it not?* “Some studiés could “be 
made as to the number of well defined disasters 
that happen per year, and a calculation could 
be made of what the premiums would be. Are you 
eonvinced that this is not commercially feasible? 

MR, KIRK: Do you mean that the same 
thing might be done through insurance ---- 

COMMISSIONER LEMAN: Yes. 

MR. KIRK: --- and perhaps done better? 
Of course, the disasters tend to be very occasionl -- 
at least, the kind we are talking about. There 
would be a very strong tendency on the part of 
the farmers not to insure for this, The area 
of insurance would have to be quite large, I would 
think,because these are disasters and they occur 
across the country. You would have to have fairly 
high participation right across the country in 
one scheme. Of course, I do not know but there 
may be a constitutional difficulty. That matter 
always comes up. But, apart altogether from that -- 


and I am not making a point of this -- I think 
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that to develop such a scheme and to get the 
participation that would be necessary to make 
it work, would be a pretty difficult thing and 
would involve an enormous collection of relatively 
small premiums over the entire country. 
COMMISSIONER LEMAN: All insurance has 
Vheo Characteristic, that. ve collect a lot. of 
little premiums and make big payments occasionally. 
MR. KIRK: I quite agree. I do not 
know what the actuarial position would be, but 
I would not go so far as to say that it could 
not be done. given the participation by the farmers. 
It is our opinion that the more regular form 
of insurancefori crepirisksineedssatopbe devedoped 
and this is, as the United States has found, a 
Vexrumbig  jobiin.dtself,. pditelsearveryobkigndob 
to..develop a. very .good system.of. crop.insurance, 
They have been working. on it for.many,years, and 
they.are just getting, rolling, now. 
DR. HOPPER: ._They.have such great 
areas. 
MR. KIRK: . My opinion is that it can 
be done much more satisfactorily and a lot more 
Simply with the type of plan I suggest. 
COMMESSIONER LEMAN: There might be 
a tendency to go to the government to do things 
that can be done otherwise. Of course, if these 
things cannot be done otherwise then resort 
to the government is necessary, or if they can 


be done better by the government then the government 
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Should do them. We have to be sure of that. 

MR. KIRK: We do not think the cost of 
this plan will be very large. We do not think that 
over-all it would be a costly programme. In 
short, we think it would be a very useful and 
socially desirable type of plan. 

THE CHAIRMAN: Well, it is an area that 
has not. been covered yet. 

He Ribs Ta is right. 

THE CHAIRMAN: AS you say, when the 
disaster is large enough great public interest is 
taken in it, and people will go out of their 
way to provide the money without raising a hair. 

COMMISSIONER LEMAN: Yes, but there 
ave partial disasters, too... That_is where .it 
bpecemes comphLicated. q:L.kav.e heard from.the,people 
who try to sell irrigation systems that they 
cannot satisfy the demand in a drought year, 
but if the next year is good they cannot sell a 
Single system. In other words, people think of 
these things in terms of what is happening this 
year, and they do not think about next year, 
and.that.is,not.the best approach. 

COMMISSIONER BROWN: What about this 
question of frost damage to orchards? Has there 
been any move to develop insurance for frost 
damage which takes into account future damage 
as well as current damage. For instance, if there 
is frost damage at blossom time the damage is 


difficult to assess, but there is the more factual 
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damage of frost damage to the actual tree, That 

is the disaster type of damage because it can 

wipe a man out until he can get new trees planted 

and get them to the fruit-producing age. Has 

there been any form of insurance to cover that? 
MR. KIRK: Not to my knowledge, 
COMMISSIONER BROWN: Has it been tried 

and has itv failed because of not enough participation? 
MR, KIRK: Again, I do not know that 

any attempt to insure against that kind of thing 

has been made. 

THE CHAIRMAN: In Appendix D there 
isa description of the Farmers' Home Administration 
in the United States which, I understand, deals 
with many things. Emergency loans are made to 
farmers in national disasters such as drought, 
floods, storms, and other ‘things, ‘and the interest 
rate is 3 per cent. “These loans may be made for 
the *purcnase of feed, seed, fertilizers, eU cetera, 
and the replacement of farm buildings and equipment. 
For crop destruction it is expected the loans 
will be repaid within so long. It covers a 
multitude of items. 

DR, HOPPERS Xen, 

THE CHAIRMAN: That is the sort of 
thing --- | 
MR, KIRK: Yes, that is the sort of thing 


we are talking about. 


THE CHAIRMAN: So there is some experience 


with this sort of thing? 
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DR. HOPPER:: © Yes, definitely. 
THE CHAIRMAN: You do not know whether 
their conception of a national disaster would 
go so far as to include the sort of disaster 
you have in mind? 
MR. KIRK: Do you know what their 
definition of a national disaster is? 
DR. HOPPER:. I do not know the details 
Ob VLGs 
THE CHAIRMAN: At any rate, this proposal 
of yours is one for consideration. It is a gap 
that exists. 
DR.:HOPPERs: (It.is:atgap! that exists. 
THE CHAIRMAN: And you say it should 
be filled, and that it is of importance to the 
farmer. 
MR. KIRK: I think that disasters 
must be more widespread in the United States than 
in Canada. 
THE CHAIRMAN: The word "national" would 
imply that. 
MR. KIRK: Yes, L.think it must be 
declared to be a national disaster, 
THE CHALRMAN: Your second recommendation 
133.8 
"A special, flexible credit service, 
provided by the Farm Credit Corporation 
and operating to serve special needs 
of rural development programmes should 


be provided." 
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Would those rural development programmes serve 
the purposes that are covered, I think, by the 
United States system under the Farmers Home 
Administration which is described in Appendix D? 
Would you just itemize the sort of special needs 
you have in mind there that are not now covered 
by any scheme. 

MR. KIRK: “ Well, ome OF “the dirftcttities 
here is that under rural development programmes 
comes the programme of discovering what the 
economic opportunities in the area are. I think 
one example would be -- I am not exactly clear 
about the intent, but I think the Minister of 
Agriculture has indicated that he intends to 
bring in amendments to the Farm Credit Act, and 
he has referred particularly to beef production, 
has he not? 

DR, - HOPPERS” Yes. 

MR. KIRK: I think the thought here is 
for certain areas that are farm areas that are 
at economic disadvantage, and in such areas you 
might have a positive programme of rural development 
in which the encouragement of beef production 
would be one aspect. You might very well want 
to have a credit programme which would go beyond 
the type of thing that is looked after by the 
Farm Credit Corporation in which it is, first of 
all, the farmers! own initiative that is involved 
in approaching the Cor poration on the whole, and, 


secondly, there are certain requirements for equity 
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for the farmer having an individual plan. 

Suppose that in an area the Federal 
and Provincial governments went in and surveyed 
the pattern of farming, the income position and 
the resources of that area, and they made up their 
minds that to improve that situation they must 
do some planning as to what kind of farm enterprises 
Should be encouraged. Perhaps there should be 
the purchase by the government of land and then 
resales to other farmers so as to have a planned. 
development of more economic farm units. Perhaps 
they might want to encourage co-operative develop- 
ment of community pastures in: connection with 
beef enterprises, All these things might very 
well raise questions of individual or group 
financing needs, and the security and conditions 
that-are available for these loans might not meet 
the regular requirements of the Farm Credit.Act, 
and there might be a need for group arrangements 
for credit that are not embraced by the Farm 
Credit, Act. 

What we are asking is that there be 
a credit section where there is a wide discretion 
in connection with rural development programmes in 
areas where there is a federal-provincial agreement 
for the improvement of the economic conditions 
in a variety of ways in certain areas, and that 
this sort of thing not be held up because of 
a lack of credit that can be specially adapted 


or tailor -made with respect to interest rates, 
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with respect to terms and conditions, or with 
respect to the form in which the money is loaned, 
whether it be to groups or to individuals.’ We 

ask that such a plan not be held up because of 

a lack of such credit, and that there be provisions 
whereby this kind of credit would not be used 
except in conjunction with some fairly formal, 

well developed plan. It would not another form 

of credit that is available to anybody who wanted 
ae 

THE CHAIRMAN: There is a $50 million 
programme that has been adopted very recently. 

Would that cover the sort of thing you have in mind? 

MR. KIRK: It is related to that, programme. 
It’ -is*part of the programme. 

THE CHAIRMAN: It is only part of the 
programme, is it? 

MR. KIRK: That is right. We doonot think 
in terms of necessarly getting all of the capital 
that is needed from the government as a grant 
from that sum of $50 million. There may:ibera 
very real need for capital that is repayable by the 
people. in the community, but it may need to,,be 
repayable on special terms to meet the needs of 
these rural development plans. 

COMMISSIONER BROWN: In at least one 
province there is provincial legislation that 
provides for the formation of improvement districts and 

drainage districts, and so forth, under which 


debentures can be issued and sold on the market, 
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and the properties are the first charge against 
the loans. Is that not common in other provinces 
as well? I know this applies in British Columbia. 
“THE CHAIRMAN: It applies in Ontario. 

COMMISSIONER MACKINTOSH: And, I think, 
in Quebec. 

COMMISSIONER BROWN: Is this the sort 
of thing you are talking about? 

THE CHAIRMAN: In Ontario we have 
conservation authorities which do certain planned 
development. I do not know whether they go as 
far as you have in mind. 

MR. KIRK: The conservation authorities 
are part of this specific picture of resource 
development, and a very important part. 

COMMISSIONER BROWN: Is it something 
further to this that you are talking about, or 
a further development of this sort of thing? 

MR. KIRK: Well, here we are talking about 
needs that are not necessarily yet identified. 
That 2stthe difficulty in the thing. 26 is the 
concept of rural development under the Agricultural 
Rehabilitation and Development Act. As you study 
the opportunities for improving the economic 
position of a district you discover what they 
are, and until they are discovered you do not know 


what they are. 
All we are saying is that we can foresee 
new crop possibilities and, perhaps, new joint 


processing possibilities in a limited way, that 
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merge in these plans in these areas, and to get 
the thing underway it may be necessary to have 
available a discretionary credit plan by which 


the credit can be adopted to.those needs. 
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Very frankly, we do not know what these 
needs will be. The kind of needs .that we do know 
about, that have been raised in the past, are 
things like, as you say, community pastures. 
There might be drainage and joint land works 
for conservation control , water improvement 
and water works, and it might not be the appropriate 
thing in these cases to say, "Well, the government 
WL... Daya Tor At A! 

THE CHAIRMAN: This is not so muchcredit 
to the individual farmer, but a local project 
among a number of farmers? 

MR.-KIRK:.,. It. might be a group project, 
but you might very well have drainage or water 
development works where you make an allocation 
of. cost. to, the, farmers; but there would not be 
a continuing group operation of this particular 
work... That is. perfectly possible. 

COMMISSIONER GIBSON: Are there many 
of these plans in the making now, under this 
legislation? 

MR, KIRK: Not many and, in truth, 
we know very little about what is in the making, 
The position of this programme at the present time 

is ,oL think, that’ they are very close: to 
signing master agreements with each province that 


broadly outline the range of possibilities. 


COMMISSIONER GIBSON: There are relatively 


few specific plans yet developed? 


MR. KIRK: Yes. Our understanding is 
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that in every province there is one,or more, 
pilot. project as to the first things to do, 
but we have not been told what these things are. 
That is our problem at the present time. 
THE CHAIRMAN: ‘We will go on’ to No. ~3: 
"Policies to better provide for 
initial transfer capital for farmers 
entering farming." 

In this you have a rather ingenius 
suggestion for the transfer of a farm from the 
father to the son -= particularly’ on page’ 25 of 
the brier.~l*alse had some di trvewisy’ in ta curing 
out just exactly what the method was, though I 
think I did get the general conception of what 
you are attempting to achieve. Perhaps you could 
elaborate on that a little? 

Mr, KIRK: id LOWE had this idea 
more exhaustively worked out ourselves. We say 
it represents one idea about this. With all the 
legal and technical implications of this, I 
am afraid we are not confident that we fully 
understand them, 

THE CHAIRMAN: Just to clarify what I 
understand about it at the moment, when the father 
wishes to retire the problem is what is he going 
to do with nis farm, 

MR. KIRK: Yes, that is right. 

THE CHAIRMAN: Your suggestion, in very 
general terms, is this, that the son could then 


take over the farm and pay the father an annual 
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amount which would roughly equal, perhaps, the 
interest on the value of the farm. Would that 
be it? 

MES. KIiRKteegNoss Our theuchtawas: that 
there should be an agency which would do a special 
form of incorporation of that farm by the purchaser, 
the son, and he would purchase the farm from 
the father, and the purchaser would, in effect, 
Sell securities on,that farm to this agency, which 
would supply the money to pay the father, There 
would be no amortization year by year of the 
capital amount, so the interest charges only would 
be payable by the farmer to the agency. 

THE CHAIRMAN: The same thing would 
happen when the farmer died, and it would go on 
indefinitely? 

MR. KIRK: Yes. Our thought was, that 
then you would be in the position where, if this’ 
man needed -- as he almost certainly will, with 
the constant change and improvement in technology -- 
development capital -- and, as you pointed out, 
this is just a cost of acquiring this asset -- 
if he needed development capital he could get 
it on a first mortgage on that farm. The agency 
would not hold the first mortgage on that farm. 

It would be investing on that land as a holding 
of a security of an incorporated business. This 
is possible. 

We made this recommendation partly 


because we think it may very well be this may be 
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a good and convenient way of handling this 
problem, that of a man trying to pay off too 

much in too short a time of the capital value of 
his land and being strapped for development 
capital as a result. Our thought was that the 
agency would operate from an interest point of view 
on alr urnsubsidized basis.’ It might Seti-1ts 
securities in the money market to finance these 
farms. It might have an arrangement whereby 
regular payments to the farmer who sells the 

farm would come from the agency, if that farmer 
wanted to make an arrangement with the agency 

to leave his capital in there and take an annuity. 

THE CHAIRMAN: The farmer would never 
really own the farm at all; it would be owned 
by the agency, would it? 

MR. KIRK: Yes, that is right, but it 
would be a public agency. 

THE CHAIRMAN: But, in effect, the farmer 
would simply be in this position, that he would 
be entitled to work "that rarm~-and* live onvit 
and do anything that he liked with it, till he 
wished to pass it on to somebody else; and all 
that he would have to pay would be the interest 
on the value? 

DR. HARPER: Yes. 

THE CHAIRMAN: And he would not have to 
pay for any part of the capital? 


MR. KIRK: Yes. He would be able to 


sell the farm at any time. 
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THE CHAIRMAN: He could turn it over 
to somebody else at any time, on the same terms? 

MR. KIRK: Yes, or he could sell it, 
if his purchase price was adequate, to retire 
those securities. 

THE CHAIRMAN: If he could sell it at 
an appropriate value, then he could acquire the 
farm? 

MR. KIRK. ¥es) 

THE CHAIRMAN: And turn it over to 
someone else? 

ay, monk. °° Les, 

COMMISSIONER BROWN: What I do not 
understand is what he has to sell. Say the time 
comes for Mim Wouretire,. what has he got to sell? 

MR KIRK: iHevhasy the: farm to: sell. 

COMMISSIONER BROWN: He has not paid 
for its...he has: only» been paying interest, and 
the agency, owns. the farm. . Say, for the sake 
of argument, the agency bought the farm from the 
retiring father for $50,000 and the son pays 
the interest on that, and 15 years later he wants 
to retire. What has he to sell? The farm is 
still worth, let us say, $50,000, but he has not 
paLe L£Or-1t: 

THE CHAIRMAN: He turns it over to somebody 
else who continues to pay the interest, and that 
can go on in perpetuity. You have to forget 
all these conceptions of capital and ownership 


in this plan. This is an entirely original plan. 
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I do not know why it might not be workable, 

MR. KIRK: The agency would obviously 
have certain rights as the person who supplied 
the money. But our thought was that there would 
be an incorporation of this farm, and the securities 
would be in the interest on, perhaps, a preferred 
stock that was non-voting except in the event of 
the interest not being paid. The farmer would 
have control of that farm for its re-sale at 
any time, and his responsibility would be the 
repayment of the interest and the face value 
of those,securities. 

COMMISSIONER BROWN: Say that he sells 
them for $50,000, which is what he paid. 

Mi. KIRK: Yes. 

COMMISSIONER BROWN: He has to pay the 
$50,000 to the agency, and he has not anything 
to retire on himself. 

MR KIRK: Yes, if there has been no 
accumulation of capital beyond the initial price 
of the farm, then obviously he would have no 
eredit at the end. 

COMMISSIONER BROWN: It is only to the 
extent that the value of the farm increases above 
the purchase price that he has an equity? 


MR. KIRK: Yes, in the farm. If he does well 


he will have opportunities for other types of 


saving. 


THE CHAIRMAN: If he sells the farm 


after his father dies, so there is no obligation 
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to pay the father the interest, then could not 
he get the interest and this go on indefinitely? 

MR. KIRK: Do you mean, if he got he” 
farm as a gift? 

THE CHAIRMAN: No. 
COMMISSIONER BROWN: The father has had 
the cash. 

THE CHAIRMAN: The father has just 
the interest. 

MR. KIRK: If the father subsequently 
died and willed his assets to the farmer, then 
he would have them, 

THE CHAIRMAN: I thought the father was 
to be paid an annuity? 

MR. KIRK: The annuity suggestion is not 
really central to the idea. The farmer who’ sold 
it would be paid for the farm. 

THE CHALRMAN: And the corporation would 
pay the farmer? 

MR3+KERKSY Yes. There might be a provision 
of. this: kim)“as"to stop y or caplvual’ to tne agency 
through these means, but that is not a central 


feature of the proposal. 


COMMISSIONER MACKINTOSH: Essentially 
what you contemplate is a lease-back arrangement 
with rather peculiar features, that any increase 
in capital value eeea to the lessee? 

DR. HARPER: That is right. 

COMMISSIONER MACKINTOSH: Rather than 


to the lessor, and there are certain rights which 
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the lessee has as to the perpetuation of the 
arrangement? 

DR. HARPER: That is right. 

MR: KIRK:of Yes. 

COMMISSIONER MACKINTOSH: However, 
having provided for the retirement of one farmer, 
aside from increase in capital value you have no 
way of providing for the retirement of a succeeding 
farmer, except in so far as, he not having been 
pequired) Go lbui tdi tipethe equity tin his Land, 
he, in turn, may have bought a government annuity 
or an insurance annuity and provided for his 
retirement outside the farm? 

DR. HARPER: That is right. 

COMMISSIONER MACKINTOSH: But I think 
when you get to the point of allowing a lessee 
to mortgage the property you are going to throw 
the legal profession into great confusion. 

THE CHAIRMAN: Perhaps that will not be 
an unusual situation. 

COMMISSIONER BROWN: Obviously a lawyer 
has been involved in this. 


MR. KIRK: It is an unusual suggestion, 
but it is the very central purpose of the plan 
to create an improved possibility ‘for that farmer 
to acquire development capital so that he can keep 
up with improvements in technology and the 
need for hard cash for modern farming, as the 


years go by. 


Our opinion has been that the farmer, 
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when he buys a farm, undertakes a first mortgage 
and an amortization on that, and is attempting to 
Save through the form of acquiring an equity in 
his farm, and very often he does this and he is 
trying to save, in view of his income and needs 
for capital Nnveetnetts and the result is that he 
hurts himself and the country in the process. 

THE CHAIRMAN: The farmer would inherit 
an interest in the farm, depending on what the 
father decided to with’ it; but what is the virtue 
of making it easier for the son to get the farm? 
Very often if the son has an easier time, credit- 
wise, he is apt to let the farm go to seed more 
quickly than a man who has to keep on his toes 
to meet the payments. That has happened often, 

MR. KIRK: I am not sure I grasped that 
point. 

THE CHAIRMAN: If a person inherits 
something and does not have to pay for it, and 
has no interest to pay and no principal payments 
to meet, he can be comparatively lazy and still get 
by. 

MR. KIRK: “yes. 

THE CHAIRMAN: But if he has to build it 
up himself from the start and think about every 


dollar --- 

MR. KIRK: He will have interest payments 
to pay. 

THE CHAIRMAN: Why do you give some 


special deal to the inheritor? 
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MR. KIRK: He will have interest payments 
to make, first of all, and these interest payments 
might be larger than the Farm Credit Corporation 
interest rates. In this regard we are suggesting 
that the agency acquire funds and operate without 
loss. 

THE CHAIRMAN: I think I have a general 
idea. 

COMMISSIONER BROWN: Following up Dr. 
Mackintosh's question, I am still not clear, 

Where are you going to find people who will lend 
money on a mortgage to a farmer who is operating 
a farm which has this charged against it? The 
person advancing the money on the mortgage has 
to look at the possibility of having to enforce 
his mortgage. Now, what security has he got? 

He is really in the position of having a second 
mortgage, is he not? 

MB,..KIRKs;)..0ur, thinking, first.of all, 
was that the Farm Credit Corporation should be 
the agency. ,Secondly, obviously I think, if such 
a corporation is worth suggesting and were 
in effect, there would have .to be special rules 
for the credit given to this farmer on a first 
mortgage by the Farm Credit Corporation. You 
could not just go ahead and give a loan to such 
a man just under Parti of the Farm Credit Corpar ation 
Act, to the full three-quarters of the equity. 

You could not do that; I think that is evident. 


THE CHAIRMAN: You are putting it forward 
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not aS a complete proposition, but with the 
details to be worked out. It has given us the 
purpose, something along this line might be 
done. 

Dr, HORPER? There 1s quite a bit of 
Study going on on this; and with the need for 
increasing capital in order to operate them 
eFPdeientty and economically, you would not have 
to pay off a $50,000, $70,000 or $100,000 capital 
investment on the farm, but he could use that 
in the development of his business. 

COMMISSIONER MACKINTOSH: I think that 
where perhaps you have made an error is here, if 
the father is going to retire on an income, and 
ifofarmingnisehis sole business, the ae has 
To-produée thé*resources for retirement, and 
there is no way of getting around it. However, - 
your other proposition is that you take over, say, 
a $70,000 farm -- that the fund should take it 
over? 

MR. KIRK: Yes: 

COMMISSIONER MACKINTOSH: And to expect 
to own all the capital required at the end of 
his working life is too big a proposition, as 
farms become too big. You have said that, therefore, 
he should be relieved of all his capital. Your 
proposition might be satisfactory if you had a 
system by which he would be relieved only of part. 
That is to say, it may be quite reasonable that 


over his lifetime he should increase his equity 
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from nearly nothing to one half. You want 
a scheme of continuing financing so that you 
do not have to clean the whole thing up on 
transier Ou toe can carry one" L think ‘that 
could be reduced to much simpler terms. It should 
not be hard to arrange renewed mortgage credit 
on a farm which it has been demonstrated has 
reduced a previous mortgage credit by one-half, 
two-thirds, and has demonstrated productivity. 
I think if you drop the "either/or" and get into 
fractions that might be better. 

THE CHAIRMAN: This is obviously a 

problem which could be solved more quickly by 
an economist than by a lawyer. We shall adjourn 
roér, LO-mintues,. 


--~ Short recess. 
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THE CHAIRMAN: If there are no further 
questions on Recommendation 3, we will proceed to 
Recommendation 4. 

COMMISSIONER MACKINTOSH: That is the one 
dealing with housing loans? 

DR. HARPER: Yes. 

COMMISSIONER MACKINTOSH: I take it from 
this that the nub of this recommendation is that the 
eee for a house loan should not extend to the 
farm land? 

Behl bh: That is right; that. is the nub. 

COMMISSIONER MACKINTOSH: I do not know how 
far you measure that from the house. The reason for 
that is easily seen, that it takes up the security 
which might be used for productive loans. However, 
that does not really leave much security behind the 
house. 

MR. KIRK: The security of the house is: 
essentially the fact that, to utilize that land, labour 
will be employed and it will be income-earning labour 
and therefore they will need housing in that location 
over the long period of time. I think we made the 
point that in granting such loans the lending agency 
from Central Mortgage and Housing, if that is it, should 
attempt to reasonably assure that for the present and 
the reasonable future this is an economic unit needing 
a labour force in that location in order to utilize the 
land. 

In the case of housing for the hired help 


you have the situation where you are paying the hired 
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help, and again even more serious is the problem of 
using the security of your land for buying housing for 
someone whose housing should be carried by the income 
of the employee. 

COMMISSIONER MACKINTOSH: Of course, you 
have already to some degree frightened your potential 
mortgagee by telling him that the trend of productivity 
is up and that the requirement for housing on farms 
will be down over the long run. Therefore, Tkefit fro 
putniieg going to want to share in this more productive 
but less densely-housed farm that you project for the 
future, a farm with ‘less labour per acre. 

MR. KIRK: ‘That ‘is true ‘but the extension 
of farm size does not take place in uniform, ‘small 
wneremenvts* over all the farms. For instance, you 
would not give loans for housing to a farmer and his 
hired man on a farm which pretty obviously is not going 
to be a viable unit in the foreseeable future.» I would 
say, for example, that unless it was intensified, 
specialized crop land you would not give such a loan 
for two houses on a 100-acre dairy farm in eastern 
Ontario. I do not think you would do that. 

COMMISSIONER MACKINTOSH: Are these loans 
presently given by the Central Mortgage and Housing 
Corporation? 

DR. HOPPER: They are made by the Farm 


Improvement Loans Division of the Department of Finance, 


and the maximum loan is $7,500. 


COMMISSIONER MACKINTOSH: What security will 


they take? 
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1 MR. KIRK: The Farm Improvement Loans Division 


2| takes the security of the asset that is built with the 


3] loan. 
4 DR. HOPPER: Yes. 
5 COMMISSIONER MACKINTOSH: So you have no 


6] problem there. The only trouble there is that the 

7| $7,500 is a little.small: 

8 DR. HOPPER: If you take the full amount, 
9] then you cannot draw on the Farm Improvement Loan for 
10] anything else. You have taken your limit. 

11 COMMISSIONER MACKINTOSH: Are C.M.H.C. 

12 loans made: tn farm dwellings? ; p 

13 MR. KIRK: Yes, on a first mortgage. 


14 COMMISSIONER MACKINTOSH: A first mortgage 


15|| on the lgnd? 

16 MR. KIRK: Yes. The result is that in fact 
17|| no such loans are made. 

18 COMMISSIONER MACKINTOSH: Could you not: 

19|| persuade the Central Mortgage and Housing Corporation 
20] to learn’ fractions? 

21 MR. KIRK: We have discussed this with 

22|| Central Mortgage and Housing, the need for something 

Zan, there. 

COMMISSIONER MACKINTOSH: This might be a 
case again where instead of dealing with all or nothing 
you might deal with part. 

DR. HOPPER: A fraction. 

MR. KIRK: Yes, it might very well be,for 
the farm house depends of course on the farm. Some 


farm houses are part of the productive capital too. 
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Parts of them are utilized that way. 

COMMISSIONER MACKINTOSH: Do any of the 
others wish to ask questions on this point? 

THE CHAIRMAN: How big a problem is this? 
Most of the farms have houses built on them. Some were 
built many years ago and being constructed of brick 
and stone are fundamentally in a sound condition. Where 
is the great demand for new houses on farms? Most of 
the arable land was taken up many years ago. 

MR. KIRK: “The great demand isin ereescuer 
production, particularly in dairying, and the experience 
has been that unless you have adequate housing for your 
employed help you cannot get satisfactory employed help. 

THE CHAIRMAN: They have in the past. They 
have built up these dairy farms. Are they expanding 
the dairy industry? 

MR. KIRK: In the past there was a pretty 
extensive use of the hired man who lived on the farm, 
but the labour you get from hired help nowadays tends 
not to be very satisfactory. 

COMMISSIONER MACKINTOSH: They will not sleep 
in the hay stack any more. 

MR. KIRK: That is right. Another thing is 
that it is desirable that more farmers move towards 
applying their farm operations in such a way they 
employ a man the year round, and to the extent that 
the problem of seasonality and labour utilization in 
Canada can be helped by this, it would be a good thing. 
The Department of Labour has emphasized most strongly -- 


as has been reflected in their publications -- the need 
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for farmers today to have good, reasonable living 
accommodation on their farms. 

THE CHAIRMAN: I was just wondering to what 
extent there was a real gap there, because with farms 
increasing in size from, say, 100 acres to 200 acres 
a farmer may find himself in possession of two houses. 

MR. KIRK: That is right, but if this is 
the clear outlook for that farm you should not give 
the loan in that case. 

THE CHAIRMAN: No, but I was wondering what 
was the extent of the problem. I can understand there 
might be some need there. 

DR. HOPPER; In the survey we made prior to 
the preparation of our brief for presentation to the 
Senate Special Committee on Manpower and Employment, 
we had many answers as to why there is difficulty 
in obtaining hired help. A great many of them said, 
"Tf we could provide a home we would not have to hire 
men who live in a near-by village and have to leave 
their families and come out and work for us, or we 
would not have to take unmarried people. We could 
take married men." They said that there are quite 
a large number available if they had the housing for 
them. 

COMMISSIONER BROWN: I have had difficulty 
in following this through in the sense that I under-. 
stood you to say that the only places where you would 
be able to get such a mortgage is where you could show 
in fact a house was going to be necessary for the rest 


of the farm to be a viable unit, but you did not want to 
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tie up the rest of the farm. 

DR, HOPPER: Yes. 

COMMISSIONER BROWN: But it seems you are 
on the other horn of the dilemma as to why you want to 
borrow money on the farm. You have to persuade the 
man who would be loaning money on the farm that it 
is a viable unit even without the house. So you 
have to contradict yourself if you want them separately 
pledged. On the one hand you have to persuade the 
lender that the farm can be operated without this 
housing, and on the other hand you have to persuade him 
it cannot be operated without the housing. How 
do you reconcile these two seliing points? 

MR. KIRK: I am sorry, but I am not too sure 
that I get the point. 

COMMISSIONER BROWN: You Beda that the 
only place where such a house might be constructed 
would be where you could show the lender that this 
house was really going to be necessary, because it 
was going to be necessary to house people working on 
the adjoining farm land. 

DR. HOPPER: Yes. 

COMMISSIONER BROWN: But at the same time 
you did not want to tie up the farm land because you 
wanted to be able to pledge it against another loan. 
You do that, but then you go to the person from whom 
you propose to borrow money against the security of 
the acreage and at the same time you have to persuade 
him that this is good security because the houses 


are not necessary. 
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1 MR. KIRK: The houses are not necessary? 
2 COMMISSIONER BROWN: Yes, because he has to 


3 have some sort of security and what security has he 
4 got if the acreage is no good without the houses? 

5 MR. KIRK: But the house would be there. 
6 COMMISSIONER BROWN: Yes, but the house 


7 is pledged on another mortgage to somebody else, is 


8 it not? 
9 MRVKIRK: That:is right. 
10 COMMISSIONER MACKINTOSH: If you were 


11 dealing with the Farm Credit Corporation entirely 

12 you need an authorized debt limit of so many thousand 
13 dollars, of which you would use a smaller amount for 
14 a house and you could go back for the remainder when 
15 you wanted to do something for the farm. 

16 COMMISSIONER LEMAN: On the same mortgage. 

COMMISSIONER MACKINTOSH: It is one security, 
the house and farm as an operating unit. 

MR. KIRK:> That is right: Anyone wanting 
to purchase that farm would have to acquire the obligations 
invoived in that house. 

COMMISSIONER LEMAN: Yes. 

MR. KIRK: With Central Mortgage and Housing 
Corporation, if that is where the loan was made. 

COMMISSIONER BROWN: It seems to me that you 
Stili have to have them tied together, that what you 
want is a higher ceiling of some kind rather than the 
ability to separate the securities. 

THE CHAIRMAN: You want more money on the 


property, including the house. 
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Mm. KIRKYY Thet’ 2s" right: 

THE CHAIRMAN: A larger total loan on that 
piece of land which includes the house? 

mr.“ KIRKS~ “nat ts*rient. 

COMMISSIONER BROWN: That is what you really 
want rather than separate securities, for you cannot 
tell one person that it is not a real separation and 
then tell the other fellow it is a real separation, 
unless you have the husband doing the selling on one 
Side and the wife doing the selling on the other side, 
or something like that. 

Pahoa Lees cab tio uues 

COMMISSIONER MACKINTOSH: You propose in 
your Recommendatinn number 5 that an intensive and 
continuing study of farm credit needs and their 
implications for the long-term development of the farm 
economy should be undertaken and that the Farm Credit 
Corporation should have a competent and active research 
division. I‘ take it that this recommendation fits in 
to some extent with your second recommendation for 
flexible credit services, the working out of plans, 
and so on? 

Mis MARK. “Lees 

COMMISSIONER MACKINTOSH: Has the Farm Credit 
Corporation at the present time a research staff at 
all of this type? 

MR. KIRK: My understanding of the present 
position is that it does not have such a research staff. 
I do not know how much work is being done, but whatever 


is being done in so far as research is concerned is 
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being carried out by arrangement with the Economic 
Division of the Department of Agriculture. I would 
not say we would have any particular objection to this 
institutional arrangement, but our thought was that it 
is of extreme importance, and I do not suppose there 

is any institution which has a more detailed day-to-day 
insight into and information on the conditions of farm 
people and their credit needs, not only of the loans 
they get, but of the loans they do not get and why they 
do not get them. There is an enormous body of useful 
information in the -- 

COMMISSIONER MACKINTOSH: The Farm Credit 
Corporation? 

MR. KIRK: Yes, and its staff. We are 
very anxious that this be utilized. 

THE CHAIRMAN: There is much to be said 
for the consolidation of all these credit arrangements 
under the Farm Credit Corporation. 

Ma Rink se vos. 

DR. HOPPER: Very definitely. 

THE CHAIRMAN: If it was all under the one 
organization then they could look at the individual 
cases in the light of the overall situation. 

MR. KIRKs That. .ts. true, 

THE CHAIRMAN: Otherwise you might have 
conflict and possibly some friction. 

MR. KIRK: That is true. 

COMMISSIONER MACKINTOSH: I might say there 
is no danger of this Commission standing in the way of 


the Department of Agriculture getting a more realistic 
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view of agricultural operations. 

MR. KIRK: Nor ourselves. 

COMMISSIONER MACKINTOSH: According to your 
Recommendatinn number 6 you do not want the interest 
rates on Farm Credit Corporation loans and on Farm 
Improvement loans to be raised. These are both at 
ax per cent, are theyy 

Mir. AIRK: That is right. 

COMMISSIONER MACKINTOSH: Is there any sign 
that credit from farm machinery companies is beginning 
to re-appear? My understanding was that the Farm 
Improvement Loans legislation largely wiped out the 
old machine bill hi ecene used to be seen around 
the farms, that this has now been transferred to the 
banks. Is there any sign, with the greater cost of 
machinery, of this sort of thing re-appearing? 

MR. KIRK: ~ I’ have not received much indication 
that this its*'so. However, when the loans do not meet 
the amount of capital needed by the farmers, you will 
find them going to other credit sources. However, 

I am not ‘aware of any such trend. At any rate, 


no such trend has been brought to our attention. 
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COMMISSIONER MACKINTOSH: Do you anywhere 
consider the desirable upper limit of loans to 
individual enterprises from the Farm Credit Corporation 
or under the Farm Improvements Loan Act? 

MR. KIRK: No, we haven't a position on 
What that upper limit should be. L think’ 142s 
implicit in what we say that these limits must be raised 
as we go along. 

COMMISSIONER MACKINTOSH: We have, I think, 
had some recommendations that the Farm Improvement 
Loan limit of $7,500 should be increased and there 
may have been something on the $27,500 on the farm 
credit. 

DR. HOPPER: Yes. 

COMMISSIONER MACKINTOSH: I suppose there 
is not much more to say on these recommendations except 
that you think 5 per cent is enough. 

DRVNHOPPER?s Yes, ‘certainly. 

COMMISSIONER MACKINTOSH: You say that even 
though I think I saw in the paper that the federal 
government has issued 20-year bonds at 5% or 5.74; 
this is quite a margin. 

MR. KIRK: As we say later on in our submission, 
sir, we don't pretend, in appearing before you, to 
be specialists in this field of bank and interest 
rate levels in monetary policy, but what we point out 
is that apart from not wanting the interest rate raised 
on farm loans, and feeling that a higher interest rate 
would be detrimental to the improvement and adjustment 


of farm productivity, it is also true, I think, that in 
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a general way our people are inclined to view high 
interest rates generally with displeasure, They 
feel that they don't as a group think much of high 
interest rates. 

THE CHAIRMAN: In other words, they don't 
like them? 

MR. KIRK: Yes, they don't like them. 

COMMISSIONER MACKINTOSH: In other words, 
they are mostly borrowers? 

MR. KIRK: That is right, they are mostly 
borrowers. 

COMMISSIONER MACKINTOSH: I suggest that 
you make a survey of the rates on mortgages held by 
retired farmers. I think that would not all be applied. 

THE CHAIRMAN: I don't know that that is 
so. Farmers ‘get in°the habit of thinking of 5 per 
cent, and sometimes I have found that they will take 


5 per cent when they are on the other end. I ‘don't 


know. 

COMMISSIONER MACKINTOSH: I wouldn't know 
either. I also gather that on the whole -- aside 
from some details -- your constituency has found the 


Farm Credit Corporation in its recent operations and 
the farm improvement loan a pretty desirable and 
satisfactory thing? 

MR. KIRK: Very much so. 

COMMISSIONER MACKINTOSH: Well, I take it 
it is for substantially similar reasons that you think 
a maximum interest rate limitation on banks should 


be retained. Have you given consideration to periods 
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1 at which farmers may not be able to get loans at all 

2|| at the bank, but might if it was possible to charge 64 or 
3 Gsper cent? Do you think it is desirable that they 

4 should be intermitently squeezed out of the borrowing 

5 business? 


6 MR. KIRK: No, we don't think so, and when 


7 we say that we thirk this maximum interest rate limitatio 
8 should be retained, we mean that we think -- and that 
9 it very frankly is somewhat of a bias today rather 
10 than a fully developed theory of what the interest 
11 rate should be to monetary management in a nation -- 
12 and we very frankly think that an economy with a 
13 maximum interest rate of 6 per cent should be workable 
14 in relation to the total structure of interest rates 
15 that show the result of economic policy in this country. 
16 COMMISSIONER MACKINTOSH: If the money 
17 managers are as good as you hope the farm managers 
18 will become, is that really the substance of it? 
19 MR. KIRK: Yes. 
20 COMMISSIONER MACKINTOSH: Your opinion is 
21 clear that you think 6 per cent is high enough on 
22 bank loans for your business? 
23 MR... KIRK: Ves. 

COMMISSIONER MACKINTOSH: Have you any views 
on the rigidity of a ceiling, whether it were 6 or 53, 
and as it used to be /? 

MR. KIRK: No. 


COMMISSIONER MACKINTOSH: I am not asking 


you to express views if you haven't got them. 


MR. KIRK: No, I think that we haven't. 
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COMMISSIONER MACKINTOSH: Now, you had 

another recommendation that I didn't quite understand, 
that the Industrial Development Bank get out of the 
poultry and egg enterprises. Is this just a 
natural sense of tidiness or have you some objections 
to the operations of the Industrial Development Bank? 

MR. KIRK: Well no. The Industrial 
Development Bank is making loans for these kind 
of enterprises and some of them in quite large amounts; 
we have heard of applications for loans at least up 
to a quarter of a million dollars. 

Now, this raises questions of public policy. 
These loans are given where, as I understand it, 
the general criteria of the Industrial Development 
Bank is that theyonly loan where the credit is not 
normally available from other sources, not regularly 
available. Werfeelodtits aoreatmquestion of public 
policy whether there should be loans of this size-.and 
extent to farm enterprises from the point of view of 
the encouragement of very large units of production, 
and I think that first of all we would like these 
loans, if they are given, and we have recommended to 
the Farm Credit Corporation -- the Farm Credit 
Corporation's policy now is that they don't make 
loans of this type; they make loans essentially on 
the security of the productivity capacity of the land. 
Now, the egg enterprises can be on vhe security of 
the productivity capacity of land -- not of the farmer's 
land or the egg producer's land -- but of the land 


some place else. Western Grain is an example of this. 
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THE CHAIRMAN: That is not a farm operation 
at.all. 

MR..KIRK:.. it. is.an, agricultural, operation. 
It is not. a farm operation as it is sometimes conceived. 
This is a problem of definition, but we definitely 
consider as an organization that the production of 
eggs and hogs and poultry comes under our field of 
interest. 

COMMISSIONER LEMAN: Could I ask you this 
question; are poultry and egg specialists members of 
your federation? 

MG KIRK ga Yes; 

COMMISSIONER LEMAN: They are? 

MB, KIRK:, Yes, 

COMMISSIONER LEMAN: And this is a recommendatilon 
that they support, that the Industrial Development Bank 
be discouraged from loaning to them? 

MR.. KIRK:. . Yes,.we think it should be done 
through the Farm Credit Corporation with limits on the 
loans and on the lending policy. That_ is, determined 
as a farm policy, decision. 

Now, the Industrial Development Bank in its 
decisions on these kind of loans have nothing to do 
with decisions on the desirable structure of the 
farming industry or the size of the enterprise that 
should be encouraged; they are in the straight business 
of lending money to industrial enterprises. 

COMMISSIONER MACKINTOSH: It would be best, 
however, we must assume, on projected profitability 


of the enterprise, though it would seem to me if you put 
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in a quarter of a million on a poultry project you must 
be going in for automation, but you are 

now making a recommendation that consideration be given 
to not making loans of a size which go beyond what would 
be considered farm enterprise? 

MR OKIRES “Shatis’ feht §4E think that’ is 
implicit in what we are saying, yes. 

COMMISSIONER MACKINTOSH: Well, I doubt if 
I could usefully ask any questions on the Agricultural 
Rehabilition and Development Act, but I think we should 
note that you are in favour of it. This is a nation- 
wide development of some of the things that were in 
the ‘ond Pratrie Farm Héehapfiitvation, ‘as’ I recaiYr it? 

MR. KIRK: Yes, that is right, on an 
expanded concept. 

COMMISSIONER MACKINTOSH: Yes. 

MR. KIRK: The reason we mention it is because 
it has real implications for the planning of investment 
and the use of social capital. 

COMMISSIONER MACKINTOSH: Is it pretty active? 

MR. KIRK: It is barély starting, sir; it 
is not at all active. 

THE CHAIRMAN: The Act was passed in 1961. 

MR. KIRK: Yes, the Act was passed in 1961, 
that is right. 

DR. HOPPER: The interesting thing is that 
in almost all developed countries under the common 
market they are trying to improve the structure of 
agriculture and they are providing for additional help 


to the farmers in all of these six countries. 
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In the United States there is what they 
call the Rural Area Development Act, and in 48 states 
of the 50 they now have projects to assist in re- 
vitalizing and improving the rural areas of those 
states. They have gone longer -- of course, they 
have been at it for six or seven years -- but it 
seems to be that governments generally now are 
recognizing that they must improve the economy and 
social status of the rural people, and we agree with 
that. 

COMMISSIONER LEMAN: But I think one should 
admit that there are problems of agriculture in the 
United States that are a worry to that government 
today. 

DR. HOPPER: Oh definitely, and they are 
different from ours. 

COMMISSIONER MACKINTOSH: I think that is 
all on that section, Mr. Chairman. 

COMMISSIONER LEMAN: I would like-to ask 
a few brief questions about recommendation number 10. 
First of all, if you look at your Recommendation number 
10, which has sub-paragraphs (a), (b) and (c), I think 
we could eliminate the third one right at the start, 
which is, "Provision for more independent research 
and economic policy, including agricultural policy." 
And yet earlier in Recommendation 5 you have recommended 
that the Farm Credit Corporation should have a 
competent and active research division, so that is 
a little bit redundant there, isn't it? If you get 


satisfaction under 5, 10 (c) would become quite likely 
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redundant, wouldn't it? 

MR. KIRK: No, I think not. We think that 
there is a place for research that draws conclusions 
and that deals with sensitive policy fields. We 
are inclined to think that you are not likely to get 
a lot of such research done and published directly 
by government, and we are now getting on a very limited 
scale a research institution financed partly by govern- 
ments, federal and provincial, and partly by agricultural 
organizations and businesses associated with the 
furthering of utilization of agricultural credits, 
the structure of which is designed to give this, to 
provide this independence we hope for. 

The basic structure is this, that the agencies 
and interests financing the agencies are representative, 
by nomination, of those interests in a councils this 
council appoints the research directorate and apart 
from the appointment of the research directorate, which 
is made up of professional people, apart from its 
appointment and its approval on very broad lines of 
its budgetary arrangements, the council would have 
the right Of giving this information to the research 
directorate and the directorate is completely independen 
with respect to the carrying on of the research and 
its publication, and it is part of a concept that when 
research is arranged for it will, in fact, be published. 
We hope it will not be a discretionary function on the 
part of even the research directorate that as far 
as work goes, once it is done it is published. 


COMMISSIONER LEMAN: Well, in this (a) and 
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(ob) you mention two bodies that you would like to see; 
one is a national economic planning body attached 
to the Cabinet, and then we have another pody which 
you suggest, a National Economic Advisory Planning 
Council with responsibilities for informing the public. 
Now, in your mind these two bodies would form 
independent opinions about economic policy, independent 
from each other? 

MR. KIRK: (a) and (b)? 

COMMISSIONER LEMAN: Yes. 

MR. KIRK: Well, our thought is that (a) 
is simply a direct function of government, that it is 
part of the whole functioning of government; it is simply 
a recommendation that the structure of the government 
and its civil service be such that there is an 
identifiable economic planning arrangement and function. 

COMMISSIONER LEMAN: Putting these two 
together? 

MR. KIRK: Then, the second one 
is an advisory group representative of interests in 
the country and it is our concept, I agree, that 
to a very considerable extent with this consolidation, 
with adequate study by the people of this advisory 
planning council, that to a very considerable extent 
the country will in fact develop a concensus about 
the direction in which it is going and make decisions 
as to the country's policy. 

COMMISSIONER LEMAN: Mr. Kirk, get two groups 
of economistsand separate them and they will come up 


with different recommendations every time: 
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MR. KIRK: I don't know. I perhaps should 
defer to the Commission on this, but I strongly suspect 
there is a lot less truth in that statement -- which, of 
course, is very often made -- than we sometimes think. 

I think that the area of disagreement here would be 
and should be -- in terms of the economic assessment 
of what the factors are and what the situation is -- 
relatively marginal, and I think it is very important 
that we develop as great a concensus as possible so 
that our controversy and decision-making can be on 
the issues on which it should be without getting it 
mixed up in things on which it shouldn't be. 

COMMISSIONER LEMAN: That is highly contro- 
versial. Of course, all I want to point out to you 
is that the government is unlikely to have two paid 
bodies; one advising the Cabinet on what the economic 
policies are and another one forming a completely 
different opinion and telling the public what it is like. 
I don't think you are likely to see that or get from 
that very practical results. 

MR. KIRK: Well, I disagree. i ..think that 
the planning council, well informed and with good 
access to information, that they would find that through 
it you could, in fact, say many very useful and 
valuable things about the state of the economy and 
its functioning and what alternatives and possibilites 
face the country and get agreement on that, and it 
is precisely to do this to the greatest extent possible 


that you need the Economic Advisory Planning Council. 
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COMMISSIONER LEMAN: May I turn now 
to Recommendation No. ll. You seem to feel ‘there 
is now a great difficulty in trying to separate 
how much money the government spends in the 
capital sector and how much in the current sector. 
I believe there is more ease in separating those 
two than you imply in your brief, but, in any 
event, what is the gist of your feeling that 
this is important? Is it because you feel the 
government may have been a little timid about 
running deficits, or what.is your feeling? 

MRa.) KLRK 3+ 2 Noy, dt. 1s, nota ae of 
whether there should be greater deficits or 
smaller deficits. .There are areas on investment 
in the expenditures by the government that are 
directly’ productive in the-'sense of return. 

In others*the*return' is not“direct.”- A’ bridge 
without’ a toll is -an example of that, but’it can’ 
have very economical uses, 

TAis’ fs) réatty just’ one-aspect Of tne 
whole concept of good planning and direction of 
our economic affairs. Our thought is simply that 
all that is required for doing this is a set of 


national accounts that set up current accounts 


and various capital accounts on the basis of their 
economic function, and that relate them to the 
programme of the government with respect, in part, 
to the level of investment for purposes of keeping 
the economy going. In part they would relate 


them to over-all concepts of the lack of capital or 
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of the excess of capital in particular areas 

of government investment. This is not a major 
recommendation, in a sense, but it is something 
that we think should be adopted if only for the 
purpose of having a useful analysis of what we 
are doing, 

COMMISSIONER MACKINTOSH: Is the background 
of that recommendation a thought on your part that 
considerable agricultural expenditures are taken 
into the current account where they might 
reasonably be put into the investment accounts? 

I take it you are talking: about -the-public ‘accounts 
of the Government of Canada? 
MR. OKTRKi at¥esj;othat istrbaht. 
COMMISSIONER MACKINTOSH: You are talking 
of the national income account? 

MR. KIRK: No. We do not relate this 
particularly to agricultural expenditures, although 
the agricultural expenditures would come into it. 
It should be very clear in the accounts -- in 
those with respect to agriculture as well as the 
others -= as to" Just where’ it°-is a‘straighnt 
outright assistance programme and where it is a 
programme of putting money into productive: projects 
of various kinds. 

COMMISSIONER MACKINTOSH: You think 
this would be a better and more informitive accounting 
practice? 

MR. KIRK: Yes. 


COMMISSIONER LEMAN: I do not know whether 
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you are saying that the government now classifies 
things wrongly, or whether it just does not give 
enough information about them. Are you, saying 
that it does not classify things correctly as 
between what is a capital expenditure and what 

is a current expenditure, or are you saying they 
do ae provide enough information? 

MR, KIRK: I am not aware of any place 
in the public accounts where they say: "Now, 
what the Federal Government is planning for 
productive investment is such and such",.so that 
it can be taken as part of the total investment 
picture of new investment of capital in the economy, 
and that can be related to the national accounts 
in some reasonable degree. 

COMMISSIONER MACKINTOSH: What I call 
the national income accounts do, I think, make 
that separation in respect of all the government. 

COMMISSIONER LEMAN: Well, it is not a 
very important point. With respect to Recommendation 
No. 12 1 have one very simple question to ask you. 
You use the words "freer trade". You say: 

; "The fundamental direction of 

our trade policy should be toward freer 

trade." 

And yet the balance of the Recommendation talks 
about agreements on prices, markets and surplus 
products. 

MR. KIRK: That is right. 


COMMISSIONER LEMAN: In what sense do 
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you use the words "freer trade"? Do you use 
that expression in the sense of f collection of 
agreements on quotas and prices, et cetera, and 
do you think that that falls into the general 
category we call free trade? Do you use "free 
trade"in the sense of more trade, or really free 
trade where prices and quotas are left to the 
market to iron out? 

MR. KIRK: First of all, the reason we 
say "freer" instead of "free" is because our 
position is not*~a dogmatic free trade position. 

We do not say that tomorrow all tariffs should be 
abolished and all quantitative restrictions should 
be abolished. That Tshhot Guropositionyw “Our 
position is that the direction of our policy should 
towards a gradual progressive freeing and lowering 
of trade barriers, 

The agricultural situation is, 
in our opinion and to put it bluntly, that agriculture 
will need to be dealt with in a different way from 
trade policy with respect to industrial products. 
This has been the almost uanimous experience of 
every country in dealing with economic policy. ft 
has been the conclusion of the Common Market that 
it must be the case. We simply think that in 
agriculture it will be necessary to reach inter- 
national agreements, or else the pressures on 
agriculture and the difficulties that beset Lt 
will result in really more restrictive trade practices 


than there should be in the absence of international 
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agreements. 

COMMISSIONER LEMAN: Those are 
all the questions I have, Mr. Chairman. 

THE CHAIRMAN: Are there any further 
questions from the Commission? 

COMMISSIONER GIBSON: I have 
a couple of questions. In talking about monetary 
objectives you say that you want growth and 
Stable prices, but you suggest they may be in 
conflict, and that if you have to make a choice 
you would rather see prices rise to some extent, 
Would you care to elaborate on why you think there 
is necessarily a conflict between these objectives? 

MR, KIRK: I do not know if there 
Lshaveconflict. I think all this was brought out 
before the Senate Committee on Manpower and 
Employment...;As,I.recoliect the discussion this 
question arose, and.it was questioned whether, in 
fact, a bhoroughly stable price level combined 
with a satisfactory and continuous rate of 
employment was a possible objective. I do not 
know. All we are saying is that the objective of 
policy should be full employment and stable price 
levels, but we are saying that the greatest waste 
that can occur is in the non-use of. resources 
in the form of unemployment and that this takes 
priority over the objective of stable prices, 
if priorities have to be given, If it can be 


avoided, well, that is fine. 


COMMISSIONER GIBSON: In talking 
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about growth you are talking about attaining 
a higher level of employment rather than talking 
in terms of a certain average annual rate of 
expansion in the country's output? 

MR, KIRK: Not exclusively. Unemployment 
is one of the most obvious forms of economic 
waste. There are other forms, of course, such 
as.a lack of adequate savings, the rate of 
investment, and so on. I would not include those 
in the same form of argument by any means. 

COMMISSIONER GIBSON: Would you care to 
Say anything about your views on how monetary 
policy.affects the farming community; on the 
impact of changing credit conditions on the farming 
community? 

MR. KIRK: Do you mean directly inthe 
form of monetary policy? 

COMMISSIONER GIBSON: When there are 
changes in credit conditions are there effects 
on the farming community? We have had two periods 
of tight money in recent times, and certain periods 
of easy money. Do these changes have much impact 
on the farming community? 

MR, KIRK: Yes, there was a difficulty 

to some degree in getting a farm improvement loan 
at one period. We had difficulty in determining 
how widespread this situation was. We had complaints 
from farm people that they could not get the farm 
improvement loans they wanted. 


On the other hand, in that period the 
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actual volume of farm improvement loans did not 
droparcAScl recallailty btowentiup acvrettrern ttt 
was a question of how much more, I Suppose, it 

might have gone up. 

The position taken publicly by the 
Minister of Finance at that time in connection 
with farm improvement loans, as I recollect it, 
was that this was a tublic policy, and he made 
statements to the effect that he expected the 
banking system to supply these loans. As far as 
I’ know there is no mechanism of authority by the 
government over the volume of farm improvement 
loans loaned by the banks. 

In the net result, at no period would 
Il. say ‘has there’) been ‘a drastic contraction of furds 
through the farm improvement loans that was very 
serious, 

COMMISSIONER GIBSON: Do you find that 
changes in credit conditions affect the farmers in 
other ways, such as in the credit they get from 
suppliers, and in the supply of long-term capital, 
and that sort of thing? 

MR. KIRK: I would say in the general 
context of the sources of credit that we have, and 
the place of government policy in it, that there 
have not been very noticeable impacts of changing 
monetary conditions on the farm picture from a 


credit point of view. 
COMMISSIONER GIBSON: There is one other 


question that I have in mind, Mr. Chairman. You 
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Suggest in talking about contract farming that 

you are not very happy about this development. I 
wonder if you would care to say a little more about 
that. In one place you suggest that this development 
leads to an over-expansion of credit. You make 

it pretty evident that this is a tendency you are 
not happy about. Would you say something more 
about? 

MR. KIRK: Yes. First of all, we recognize; 
especially for some products -- of course, the 
traditional and classic example is broilers -- 
that there. are very real reasons for marketing 
contracts between the processors and the food plants 
and the farmer, and with: respect to. the farmer 
the integration of these arrangements is an 
eccnomic proposition. Our position is not one of 
flat opposition to contractual arrangements for 
integration of production and marketing. 

We are, however, very concerned, first 
of all, about the position of the farmer who enters 
into forms of contracts that perhaps he would 
not have entered into were it not for the fact 
that he es under great pressure to obtain credit. 
The farmer can be put in a position where his 
ability to produce next year and the year after, 
and also to get a contract, is very much at the mercy 
of a private firm whose interests do not at all 
lie in the farmer's particular welfare. 

COMMISSIONER GIBSON: That is what you 


mean by over-expansion of credit? You say sometimes 
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eontract farming leads to an Over-expansion of 
SreaLu. 

MR. KIRK: Yes," it can do that.” There 
can be over-production of a product in contract 
farming. There is the example of broilers. 

The history of the broiler industry has been 
a very drastic reduction in the number of actual 
producers. 

We think it would be better, first of 
all, if the farmer were well informed and assisted 
to get the right kind of contract, and persuaded 
not to sign contracts which are undesirable from 
his point of view. 

secondly, it is better that there be a 
strong bias in favour of the farmer's doing this 
job, where-it must be done, through his own 
instituvions. “Ir he can carry on Ais operations 
and get his credit in a way that does not tie 
it up with his Whole ability to produce then we 
think to the extent that this can be done it should 
be done. We think it is better to have a farm 
contract in which the credit and the contract 
arrangements are separated. 

There are many products that are produced 
under contract, and they do not have too much 
to do with the credit. As a matter of fact; ytne 
people contracting sometimes contract as a group, 
and in this way they do themselves much more good 
than just getting sewed up with the processors 


or whoever it is giving the credit, and thus 
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becoming indebted to them and not being able to 

Separate out what the costs of credit are and 

even not knowing what they are; not being able 

to shop around for supplies because they are 

tied to a particular supplier through indebtedness. 

This all reduces the farmer's own management. 
COMMISSIONER GIBSON: This is partly 

a social view? 


Mh, RLM? SES, taal LS right, Sirs 26 


DR. HOPPER; I know that in the United 
States there is a number of corporations that 
are going into this integrated type of farming. 

They went into it reluctantly, but they are into 
it now. 

COMMISSIONER BROWN: Are they more successful 
in operating it themselves than they were under this 
contract farming type of operation? 

DR. HOPPER: I would say ee have been, 
but some of them have had substantial losses, 

COMMISSIONER BROWN: Have these broiler 
people been economically successful in their 
operations? 

MR. KIRK: I am not informed in a detailed 
way about the broiler business, but my understanding 
of the history of it is that it has been a system 

withmany, many farmers and a good many processors 
going out of business and into bankruptcy. The 
margins have been narrowed very much. It is a tough 


business. The broiler industry now -- and when I 
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speak of the industry I mean the people processing 
and selling the product of those who produce it, 
and the supplier of the feed and the eggs and the 
chicks, and so on -- is anxious to Work out some 
way of not getting into-these -periods:-of over- 
production. The industry itself wants to-stabilize 
its production in an orderly relationship to 
the market. 

COMMISSIONER BROWN: In other words, 
it should not be so competitive? 
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COMMISSIONER BROWN: I have just got 
a question here: In two places you make an implied 
recommendation, though you do not really make 
a recommendation, that the government sera be 
represented on the boards of the banks. Is 
this a serious recommendation? Do you feel there 
is not enough inspection now of the banks, of 
their policies and controls indirectly through 
the Bank of Canada? What is the point behind this? 
MR, KIRK: We are not taking a strong | 
position.onthis at.all, .but.our,.point.is,..if 
it is the case, in view of the very large accumulations 
of capital and the very great role some single 
corporations play in the whole investment picture, 
we say that these institutions really have a 
public policy role. I mean the institutions 
themselves. We are not making accusations; we 
are just suggesting that one way, perhaps, of 
ensuring us responsible co-ordination of government 
intent and public policy in the operations of 
these institutions might be to have an operational 
connection as opposed to a supervisory and regulatory one 
through having somebody on the board who would then 
know intimately the nature of the operations and 
then get the whole job done better as a result. 
As L say, we are not experts in this 
field. We make the suggestion because it seems 
to us that if there is going to be any degree of 
direction and planning of the economy in 


institutions, by decisions they make as to’ whether 
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to invest or not and where to invest, and what 
kind of government financial operations in the 
market to support or not to support, it seems to 
us, just looking at it from outside, that these 
institutions must almost inevitably become vested 
with quite a semi-public role almost, because of 
their size. 

COMMISSIONER BROWN: Do you not think 
this has implications for the future, in starting 
something that continues on and or , till the 
government has a say in everybody's business? 

MR. KIRK: I think those are the Ween 
that arise, yes. 

COMMISSIONER BROWN: ‘The other point I 
wanted to ask about is this, just at the conclusion 
you say, in talking aboutthigh interest :rates: 
"Credit that costs the borrower upwards of 24 per 
cent is not good credit." Presumably you have 
a veiw,then, on what is good credit? 

MR. KIRK: I think our view is that 
good credit is closer to 6 per cent than 24 per 
Cent, 

COMMISSIONER BROWN: How about the 12 
per cent that credit unions charge? 

MWR o eK RK Lathat is mighty. The erediaz 
unions charge,more for their, credit, 1 agree. 
Most of them charge more than 6 per cent. This 
is the position they are in, and we have no quarrel 
with that, except that we would like to see 


credit union rates at as low a rate as possible. 
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Mind you, they are owned by the people who use 
them, and in that sense they are a self-contained 
Operation, 

THE CHAIRMAN: But apparently they cannot 
operate at less than 12 per cent. How can you 
expect the banks to operate at 6 per cent? 

MR. KIRK: I think that is true, 

THE CHAIRMAN: Why do you expect the 
banks to operate at 6 per cent, when the credit unions 
cannot? 

MR. KIRK: ~ The’ banks do-in'‘fact ‘operate 
at 6 ‘per cent. 

THE CHAIRMAN: The credit union officials 
generally act for nothing and there ishardly any 
wage or salary overhead involved. Also they have 
very little in the way, of .office overheads. 

MR... KIRK:...\There,-is .a- great deal .of 
voluntary work, but they are staffed. 

THE CHAIRMAN: Yes, and yet they cannot 
lend at much less than le per cent. How do you 
explain that? 

MR. KIRK: In part it is a decision of 
the credit union as between the rates of interest, 
the charges on the one hand and the returns to 
the savers on the other. 

THE CHAIRMAN: But they are very small, 
the returns to the savers? 

MR. KIRK: Well, I do not know. 
COMMISSIONER BROWN: I did not want to 


embarrass you on this. 
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1 MR. KIRK: No, I am not embarrassed. 
2 The only credit: unions Lever belonged to -- and 
3 there 1S nee croupek canpielongsto in Ottawa -- 
4 the rate was 6 per cent, and I got a half per cent 
5 interest in the form of insurance and half per cent 
6 dividend on the loan, so my own experience of 
a credit unions was a net 5 per cent rate; but I 
8 agree that many credit unions charge more than 
9 that, and perhaps most. 
10 COMMISSIONER BROWN: So this is a matter 
11 of degree. The Federation has no point of view 
12 on what is a good-.rate: They recognize 6 per cent 
13 as acceptable, prefer 5 per cent, and recognize 
14 24 per cent as unacceptable. 
15 MR. KIRK: The credit union experience 
16 on losses is very low. We think 24 per cent interest 


rates either an exploitive interest rate or 
indicative of high cost, or a cembination of Dbetn, 
When the cost of giving credit is so high it must 
mean that some of it should not be acquir:d by the 
borrower, 

COMMISSIONER MACKINTOSH: I think, in 
fairness to Mr. Kirk, the issues on which he wanted 
an approved maximum rate of interest were predominantly 
different kinds of loans from the small loans on 
eredit, 

THE CHAIRMAN: Gentlemen, we thank you 
very much for submitting yourselves to this discussion. 
It has been very helpful to us, and we are extremely 


glad to have your views on the various complex 
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questions with which you and we are concerned. 
MR. KIRK: Thank you. 


DR. HOPPER:: Thank you. 
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THE CHAIRMAN: Mr. MacKendrick, perhaps 
you would introduce your delegation. 

MR. MacKENDRICK: If I may, Mr. Chairman. 
My name is H.C. MacKendrick, and I am the General 
Manager of the Canadian Importers and Traders 
Association. Sitting next to me is Mr. S. Beaney, 
who is the Honorary Treasurer of the Association, 
Next to him is Mr. Alan Clavir, who is a Director 
of the Association and has been Chairman of the 


Committee which assisted to prepare the brief. 
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On the flank is Mr, Norman Vickery, who is 
Assistant to the General Manager, 

THE CHAIRMAN: ‘Thank you very much, I 
do not know that it is necessary for you to make 
any general statement at this stage, We have 
all read the brief and are’ready to put some 
questions to you, if that is satisfactory. 

MR, ‘MacKENDRICK:' Yes, sir. 

COMMISSIONER GIBSON: Mr. Chairman, 
perhaps I might ask one or two broad questions. 

One of the strongest points you make in your brief 
is that you regard the reduction in the foreign - 
exchange vaiue of the Canadian dollar as harmful 
to the economy. From my reading of- your brief 

I~ take “it ‘your reasoning is~ based’ on-the thought 
that this will produce cost increases followed 

by price increases, and thre is a suggestion too’ 
that this will result in unemployment. Would you 
eare to elaborate on this a little? This is not 
the widely held view in many other sectors as 

to the effect of a change in the exchange rate. 
We have had a very serious deficit in the balance 
of our payments. 

MR. BEANEY: We look upon the devaluation 
of the Canadian dollar purely in this brief from 
the importers! standpoint, Now, the importer does - 
not necessarily mean an individual firm who are 
importing consumer goods for resale, but it 
ean mean an industry importing equipment for their 


use or raw materials for re-processing. It is 
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quite obvious that if the rate of exchange gets 
too far out of hand ,~ _ while it affects consumer 
goods and therefore the cost of purchasing them, 
it also affects the cost of the acuthane that 
is imported, particularly the type of a class 
or kind not made in Canada, and it affects the 
raw materials, many of which are not available 
in Canada. It is quite obvious that with those 
costs in the background eventually they are going 
to find their way into the cost of the materials 
which they are producing and will mean an increase 
in cost to the end consumer. 

How does that affect employment? Well, 
Lt, lis: quite: obvious: that if the prices get too 
high buying resistance is going to take effect. 
They. are going to make less and some of us are 
not going.to have a job. 

COMMISSIONER GIBSON: JI think we can 
all understand that as importers you do not like 
to see the foreign exchange value of the dollar 
reduced. It is perfectly clear to anyone who 
uses a sizeable amount of imported goods, whether 
it is materials or machinery, that this causes 
cost increases in this respect, But you do suggest 
it is not going to be ultimately good for the economy. 
There are certainly a lot of other groups in the 
community who think this is a good thing, and 
who think it will enable them to increase their 
sales and employment. These are people who are 


both exporters and domestic industries who have 
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been feeling import competition... It seems to 

me you are going only as far as your direct interests 
and those of the people who buy from you are 
concerned, 

MR, MacKENDRICK: No, not quite, because 
the interest of the import trade is in a prosperous 
Canada. If the country is not prosperous, then 
nobody is going to buy imports. We feel that 
Canada's role has become increasingly that of 
an international trader. Our economy is one of 
high cost. We are not able to compete in many 
of the world markets because of our high costs, 

We must, I think, increasingly be able to compete 
in the world markets, 

COMMISSIONER GIBSON: Wiil not the 
change in the exchange rate improve our competitive 
position? 

MR. MacKENDRICK: It does to a certain 
degree, but it will also increase our cost, not 
only in our foreign competitive position but in our 
domestic competitive position, and already certain 
industries are finding their costs have materially 
increased because of the devaluation of the dollar. 
After all, roughly two-thirds of all the 
merchandise imports into Canada are utilized in 
the production of goods; only one-third is what 
is called consumer or shelf goods. 

COMMISSIONER GIBSON: I think we all 
agree about trade being a two-way street, and so 


on, but we do have a big deficit in our current 
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balance of payments, and something needs to be 
done about it. If you do not like a reduction in 
exchange rates, what do you like best? 

MR. MacKENDRICK: According to our 
figuring, based on Bank of Canada statistics, the 
merchandise trade -- and I use that in a broad sense, 
as opposed to monetary transactions -- over the 
past four years has accounted for 11 per cent of 
our te ee difficulty. 

COMMISSIONER GIBSON: But the rest is 
services? 

MR. MacKENDRICK: Yes, 

COMMISSIONER GIBSON: And freights which 
are associated with merchandise; it is tourist 
trade and interest payments on loans we have had 
in the past. We have to pay these currently. 

MR. MacKENDRICK: That is true. 

COMMISSIONER GIBSON: You cannot get 
the services pulled down; that is a very long 
process, You can improve your merchandise balance 
to put the thing in order. 

MR, MacKENDRICK: One way of doing 
that would be to reduce our costs and make us 
more competitive, so instead of reducing our 
imports we might increase our exports. 

COMMLSSIONER GIBSON: Do you see 
much evidence of Pleplacenent of imports in the 
economy, as yet? 

MR. MacKENDRICK: Yes, sir, there 


is a certain displacement. Of course, we are not 
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able to collect figures on the basis of D.B.S. 
or the Bank of Canada. Our information naturally 
must come from our members and from these other 
Sources that I have mentioned. But we know that 
definitely certain merchandisers have had to 
abandon the importation of certain lines of 
merchandise. I do not mean we know of import firms 
who have had to close their doors, but certain 
import firms are no longer able to sell with the 
dollar in its present devalued state. You asked 
Por evidence ef 1o.u.Tois;, 1 think, 13 ..evidence 
that some of these commodities are being affected. 
COMMISSIONER GIBSON: Is this 
over a fairly wide field? 

MR, MacKENDRICK: Yes, this is over a 
fairly wide field. 

COMMISSIONER GIBSON: Are you talking 
about mainly finished consumer goods? 

MR. MacKENDRICK: No, mainly of raw 
and semi-finished materials. 

COMMISSIONER GIBSON: Where do those 
materials come from now? 

MR. MacKENDRICK: They are coming from 
either domestic sources or a substitute is being 
found for them. 

COMMISSIONER GIBSON: Would-not the 
exchange rate have affected imported consumer 
goods as well? 

MR. MacKENDRICK: Yes, the exchange rate 


has affected imported consumer goods, but there is 
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perhaps not. the keen price competition there; 
but undoubtedly certain lines of consumer goods 


have been affected as well. 
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COMMISSIONER GIBSON: I have one other question 
but it is in a rather different context. Do any of 
the other Commissioners wish to ask further questions 
along this line? 
COMMISSIONER HARROLD: Mr. Gibson asked 
you how you would compete and you said to reduce 
costs. What did you have in mind? 
MR. MacKENDRICK: We are getting into a 
very broad field. If our costs could be reduced 
we would be more competitive in the world markets. 
As to the means of reducing costs, one of the means 
has already been suggested, to make it easier or less 
costly to make those goods that it is necessary to 
import or which it is profitable to import, coupled 
with a reduction -- I am now departing a little from 
our field -- in governmental costs, management costs 
and labour costs. 
COMMISSIONER BROWN: But you do not think that 
the change in the exchange rate has made our export 
industries more competitive? 
MR. MacKENDRICK: Oh, yes, I am sure it has. 
I am sorry if I gave another impression. It has made 
our industry more competitive except that in certain 
lines the prices of a material are not set in Canada. 
They are set in the world market or the New York market. 
COMMISSIONER BROWN: If that is so it 
enables us to export more, does it not? 
MR. MacKENDRICK: It means that our price 
does not come down in the world market. 


MR. VICKERY: Our feeling is that this is 
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giving a short-term advantage to our export trade. There 
is no argument there at all as far as we are concerned, 
that obviously there is a short-term advantage. Our 
feeling is that the cost increases which will be 
engendered by higher imports -- after all some 15 per 
cent of our Gross National Products is made up of 
imports -- will bring about a gradual erosion in the 
cost structure and eventually this will add to export 
costs. Therefore, what you gain in one way you will 
eventually lose in the other, and the net result wil! 
be that our dollar will be worth less than it was 
before. 

THE CHAIRMAN: When the dollar was at a 
premium do you say that was a good thing for the economy 
of this country? 

MR. CLAVIR: We have to distinguish in our 
thinking between the concept of the cost of goods as 
opposed to the cost of services. But just to summarize 
may I say that when we import those goods which make 
up a large proportion of our export costs, I think 
when they cost us less here in Canada -- those basic 
materials which you cannot find in Canada -- that our 
export prices of those goods are in the long run 
increased by these variations in the exchange rate. I 
think this is our primary concern. 

THE CHAIRMAN: When the dollar was at a premiu 
did that condition not to some extent contribute to our 
imbalance of exchange? 

MR. CLAVIR: Yes, sir, it did, but I think 


it helped reduce the cost of those goods which went into 
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our exports and possibly would have been reflected in 
the overall costing of the goods because many of these 
goods have a labour factor in them. It is quite con- 
ceivable that the merchandise costs were lower but 
other factors were higher. 

THE CHAIRMAN: Do you think under present 
conditions we would be better off with a premium? 

MR. CLAVIR: I do not think we would be 
better off with a premium, but I think we would be 
better off with a rate that was more closely reflected 
in the balance of movements of goods as opposed to the 
overall picture, in order to be competitive in the 
goods market. 

COMMISSIONER BROWN: How do you propose in 
the long run that these services be paid for? After 
all, if..we are going to have these services we have 
to pay for them somehow, and the only way we can pay 
for them is by more exports. Waat would the alternative 
method of payment be? 

MR. CLAVIR: The alternative method in the 
long run is through both goods and services. Not 
only do we have to watch the goods part of our exports 
but we also must watch the services part, and as a 
country we should try and bring many more of those 
services under our jurisdiction. Possibly the trans- 
portation industry might be an example of this. 

COMMISSIONER LEMAN: You can argue a great 
deal about what the rates should be, but what do you 
think about pegged rates as against free rates as 


a method of operation? 
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MR, MacKENDRICK: I think we have included 
this in our brief. There is a variance of opinion. 
I think we have stated on page 38 of our brief that 
there is a difference of opinion among our members. 
Some of them favour a free floating rate while others 
favour a fixed rate. With a fixed rate an importer, 
who is.in fact a merchandiser, has more time, to use 
the word loosely, consider the merchandising aspect 
of his business, by which I mean buying at one price 
and selling at another and having enough difference 
to give him a living. If he has to constantly watch 
the export market this detracts from his ability to 
carry-on his: other,activities, Importers vary from 
very large corporations to very small one-man operations. 
The larger corporations are better -able to deal with 
problems of this sort than is the small operator. 
Therefore, many people would like to see a fixed rate 
so that he has some assurance, if he orders goods from 
a foreign country to be shipped in three months and 
payable in 60 days after shipment, or 30 days, or on 
arrival, he knows what’ the goods are going to cost 
him, His only alternative in good business practice, 
it seems to us, is that if he makes a commitment to 
pay a foreign bill he must purchase a future commitment 
in order to pay for it. This is the practice we 
feel that most of the importers are following. ike 
is true that he can, in effect, gamble, and if it is 
going to cost him most of his own Canadian money to 
pay for the goods, he will win. On the other hand, 


he can be very badly fooled and the goods will cost: him 
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more. But in the meantime many of these importers, 
merchandisers, have got to sell long in advance. Some- 
times they have catalogues and price lists which must 
of necessity be got out considerably in advance of the 
time of payment for their goods. This presents 
difficulties if they are in doubt as to what their 
goods are going to cost them. 

When devaluation occurred there were many 
firms who showed either a loss on the sale of their 
goods or at least no profit. There were some who 
suffered a considerable loss. They had committed 
themselves to sell goods. For example, an importer 
of men's woollen socks got a large shipment and 
had committed himself. He bought them in the spring 
and he arranged to have them delivered in the late 
summer so that his retail customers might have them 
in the early fall. He was showing a loss on every 
dozen pair of socks he sold and he was ina quandry. 

He knew if he went to his customers and asked for more 
money they would say, "No, you take the socks.” As 
he put it rather graphically, "I am better to have 

a loss on my books than a warehouse full of socks that 
I cannot sell." 

COMMISSIONER MACKINTOSH: Does this division 
of opinion pretty well correspond with the division 
between large and small firms? 

MR. MacKENDRICK: "Pretty well" is as close 
as I would care to go. There are many large 
firms who are not flexible enough, and there are 


many small operators who because of their keen minds 
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are better able to compete. 

COMMISSIONER GIBSON: What is the effect 
of changing credit conditions on your price? For 
instance, when money is tight, as it has been twice 
in recent years, are your members able to get more 
financing outside the country? Is there a’fair 
amount of flexibility here? 

MR. BEANEY: As far as most importers are 
concerned they do have their credits arranged for 


many of their shipments beforehand. Where there is 


any difficulty there are other sources of credit for 
an importer. Factoring is one of them. It is not 
a very big item here in Canada yet but it is possible, 
if aman is stuck as far as the banks are concerned, 
to arrange for factoring. 

COMMISSIONER GIBSON: This is more expensive, 
ise te oe 

MR. BEANEY: It runs around 8 per cent, 
but It “is“there. Generally speaking, however, I 
do not think the importers suffered too much from 
the ‘credit restrictions: 

COMMISSIONER GIBSON: Can you push it back 


to the person you are buying your goods from abroad? 


Can you do that sometimes? 
MR. BEANEY: That is sometimes arranged. 
MR. CLAVIR: It might be hélpful if we 
could review for a moment the mechanics of an import. 
By and ‘large the financing of imports is usually done 
by the vendor in the foreign country. bt is usually up] to 


the importer to finance transportation, duties and taxes 
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so that the area of any credit squeeze, if we might 
use that term, falls on his financing of those services 
more than on the actual financing of the goods. 

COMMISSIONER GIBSON: And this is pretty 
generally. the case, isn't. 1t? 

MR. MacKENDRICK: I would say so, yes. 

That is by the nature of our Canadian Customs Regulations 
Where the importer is responsible for duty and taxes 
as opposed to the exporter. 

COMMISSIONER LEMAN: Yes, but the foreign 
Supplier finances up to what point in time, up to a 
point where the importer gets delivery or does he 
finance until the importer can get cash from his 
customers? 

MR. BEANEY:, That is usually an individual 
arrangement. some. exporters. in the foreign countries 
Ship to the Canadian importer on the same terms as they d 

within their home market. It may be on a 30-day 
basis or a 60-day basis or whatever the open invoice 
happens to be. In other countries -- and this is 
particularly true of Japan, for example -- practically 
all of the exports are financed on letters of credit. 
Quite obviously that must be arranged by the bank 
long before the goods are shipped. The other normal 
method is on a site draft or a 60-day draft, and there 
again that is usually arranged with the bank long before 
the goods are shipped. 


COMMISSIONER MACKINTOSH: That is with the 


importer's bank? 


MR. BEANEY: Yes, that is with the importer's 
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bank, with the bank here in Canada. 

COMMISSIONER BROWN: In other words, you have 
no problems in regard to a credit squeeze? 

MR. BEANEY: No. There may have been the 
odd one who has had a problem, but not generally Speaking 

his cessation of the overdraft has created a big problem 

among many, many of our members. Perhaps it was 
because it was sawed off so quickly. The overdraft, 
of course, was an easy way in which to pay the normal 
adel 33 We are not talking now of the imported item 
but the account for duty and the freight and the normal 
business operations. Between the time the goods are 
in and paid for and the time he gets his money he may 
want ten or fifteen days, and the overdraft is an easy 
and convenient way of doing it. When that is taken 
off he has to find other sources quickly. ifihis 
bank is going to make him a loan on a 30-day basis, 
it means he is paying for days which he really does not 
need that money. 

COMMISSIONER BROWN: Can he not borrow for 
less than 30 days? 

MR. BEANEY: That depends largely on the 
bank manager. I think 15 is the minimum, but as soon 


as it gets less than that they seem to look upon it 


as an overdraft and say no. And they do it very well, 
too. 

MR. MacKENDRICK: Thirty days seems to be 
in the contacts I have had with members. Whether or not 
they have really gone to the mat with the bankers, af 


do not know, but apparently they are requested to borrow 
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COMMISSIONER BROWN: But can they borrow for 
less? That is my question. 

MR. MacKENDRICK: I cannot answer that question 
definitely. 

MR. BEANEY: I have borrowed for less. [I 
have borrowed for 15 days, but I do not know if it 
is general practice.....beb. me, put it this way. 1. do 
not know if it is general practice, but I know it has 
been done. 

MR. MacKENDRICK: Perhaps I might interject 
that this raises a point which is contained in our 
brief, and that is that if you are dealing with a 
bank that is accustomed to foreign transactions your 
way is comparatively smooth, but it is true that 
because of the urban sprawl, I think you call it, many 
members are dealing with small branch banks whose staff 
members obviously cannot be as familiar with foreign 
transactions as the staff members of what we call the 
downtown banks, which have many foreign traders as their 
customers. This presents a real difficulty. I do 
not say it is of the greatest magnitude, but it does 
present a real difficulty. The solution, of course, 
is to have information on foreign transactions better 
known by the staffs of certain branches of banks or 
have a little quicker means of finding the answer from 


the head office or the main office. 
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COMMISSIONER BROWN: Yes, or deal with 
larger branches? 

MR, MacKENDRICK: Yes, or deal with larger 
branches, but the bank is three-quarters of an 
hour away by car.-- from the larger branch -- and 
three-quarters of an hour back, and ten minutes 
for the banker to say.no. 

COMMISSIONER BROWN: That is his choice; 
the branch hasn't moved away from him. 

MR, MacKENDRICK: No, it is not altogether 
his ‘choice; sometimes he is forced by the economics 
of the realestate market’ to-do that. 

THE CHAIRMAN: By being an importer, 
just what does that cover? A great many importers 
are in the retail business and they import, do they, 
frequently? 

MR, MacKENDRICK: I think that there is --- 

THE CHATRMAN: When you speak of an 
importer, is that a business by “1veelP in varl 
eases or is it mixed with ‘retail? 


MR. MacKENDRICK: I have been the manager 


of the Importers! Association for 14 years, sir, 

and I don't know what an importer is yet! 
THE CHAIRMAN: Ifyou don't know --- 
MR. MacKENDRICK: There is such a difference. 
THE CHAIRMAN: And we would like to know 


what a bank is. 


MR. MacKENDRICK: Certainly some of the 
larger mercantile retail organizations are large 


importers and some of the large chains are large 
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importers. Others prefer to buy through agents 
or importers who carry a stock, and generally 
speaking you will find that aside from the large 
stores, that the retailer doesn't import direct. 

There are variations on that, of course; 
people.in specialized. fields, such. as a man who 
has-established a shop selling nothing but cheese 
in Toronto and from all kinds of countries in 
the world. wIt,is a.small operation, but he does 
a good deal of his own importing. But if you like 
bO& PO°UG-OHeDST: the. larger chain groceterLaspayou 
will find that they don't buy abroad at all, they 
purchase from local importers or agents. 

We consider within our own organization 
that the whole fee structure of an importer is 
based -- the importer is the one who carries 
the stock, and we consider a man whe sells froma 
catalogue or some samples and doesn't carry the 
stock, we call him .a-manufacturers! agent, but 
L think it is worth saying that some: of the larger 
importers, dollar-wise and volume-wise, are in 
Vact manufacturers, 

THE CHAIRMAN: Importing the raw materials? 

MR. MacKENDRICK: Yes, the raw and 
semi-finished materials. 

COMMISSIONER LEMAN: And they don't belong 
to your Association? 

MR. MacKENDRICK: No, I am sorry, they 


don't. 


THE CHAIRMAN: Any further questions? 
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COMMISSIONER LEMAN: JI. would like to 
ask a question on detail. You do complain about 
the ‘prevelant ‘practiceof people Issuing N.S.F. 
cheques, Then you' cite the French example of 
handling this problem, but then when you come 
to Canada you don't say that that is what you 
would suggest, the same way of treating this as the 
Freneh ido.w; What is your specific thought? 

MR. MacKENDRICK: I am afraid we don't 
consider ourselves sufficiently farmiliar with 
the banking profession to be bold enough to make 
a Suggestion. I am afraid we were not, very constructiv 
in that. regard. It is a problem, however, and you 
will note that it is dealt with better in some 
other wcountries,. 

COMMISSIONER LEMAN: You see, the banks 
can't make a crime of this unless the legislature 
says It 1is°a -trime? This «represents a eost to 
the banks, too; N.S.F. cheques create problems 
for the banks, they have to be processed, et cetera, 
and they don't like them any more than you do. 

MR. MacKENDRICK: Certainly not. 

COMMISSIONER LEMAN: But nevertheless 
there is nothing in the law which makes it illegal 
to overdraw an account. As a matter of fact, some 
overdrafts were a form of issuing N.S.F. cheques, 
were they not? 

MR. MacKENDRICK: Of course. 

COMMISSIONER LEMAN: There has been quite 


a bit of talk about the relevancy in Canada of the 
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Bankers! Acceptance financing on short-term. Do 
you think there would be room among your larger 
importers for the use of this device? 

MR. MacKENDRICK: I will have to confer 
a minute to see who can give you the best answer, 

COMMISSIONER LEMAN;: Do you believe there 
is not enough of volume financing in your business? 
you tell us that usually you don't finance the 
goods themselves for any length of time, and the 
Bankers' Acceptance isn't a device that you can 
use for a $100 transaction, they are usually large. 

MK; “BEANEY:-~f°think they might be’ used 
under exceptional circumstances for large imports 
exceeding $10,000 where you are running into the 
limit with your local bank. It would come under 
somewhat: the same idea as a factor and, as a matter 
of .fact, they do work. similar to a factor, The 
importer, of.courses always*has.a factor he can 
fall back on for short-term purposes. You know 
what I mean by a factor? 

COMMISSIONER LEMAN: I think so. 

MR. BEANEY: He can always fall back on 
the factor, and I have an idea that Bankers! 

cceptance would be a very similar proposition. 

It would just give them another credit source. 

THE CHAIRMAN: But considerably cheaper 
than the factor? 

MR, BEANEY: Yes, it would be. 

MR, MacKENDRICK: There is a point if I 


may raise it,Mr. Chairman. Many transactions on 
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goods have to be financed for a lengthy period. 

I gathered from what you said that we were giving 
the impression that the goods themselves didn't 
have to be financed, but that the services did, 
over periods; many goods have to be financed 

over lengthy periods. This is particularly the 
case when you are dealing with certain countries 
which are able to make a favourable price, particularly 
in Japan where, I think I am correct in saying, 

the government regulations require a letter of 
eredit with the order... ,Certainly the practice. is 
Ghat.they require a letter of credit with the 
order, So aman may have to place an order now 

and wait until the goods are manufactured and 
shipped by ocean freight, and it frequently can 
amount to six months, so that sometimes it is 
necessary to get a large credit for a ager time. 

There is another factor in that which is 
perhaps worth mention, another slant on that, and 
that is that in certain industries the importers 
orders the goods and he doesn't know what his 
price is going to be. 

An example of that is fine china, which 
comes in in very large quantities from England. 
Whether they have changed it recently or not 
I am not quite sure, but as of not very long ago 
if you wanted to buy fine china from England you 
bought it on the basis of prices ruled at the 
time of shipment. You place an order for $50,000 


worth of china in the spring, hoping to get it in 
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time for the Christmas trade and probably it would 
arrive in late October or early November, and 
only when it arrives do you know how much it has 
cost you, and the importer having already sold it at 
a price which he had to stick to, 

THE CHAIRMAN: Are there any further 
questions? 

We are very much obliged to you gentlemen 
for your assistance, Thank you very much. 

We will adjourn now until 9.15 A.M. on 
Monday next when we shall hear the Federated Council 
of Sales Finance Companies. 


--- Adjournment 
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The Canadian Importers and Traders 
Association is a non political and non profit national 
organization which seeks to serve the interests of 
its more than 500 business member firms. These 
member firms are either directly or indirectly 
engaged in the importation of goods for further 
processing or for resale, or are providing services 
to the import trade. The Association believes that 
the promotion of policies which will improve the 
prosperity of the country are essential for the 
prosperity of the import trade. Canadian importers 
have only one customer and that is Canada. It is 
therefore axiomatic that the prosperity of our 
members is dependent on the prosperity of this 
country. 

For ween fsa 18 the Association has been 
recommending that the economic growth necessary for a 
prosperous Canada is dependent upon increasing sir 
export sales. To achieve this additional export 
business we advocate that this country must pursue 
a policy that will encourage the other nations of 
the world to trade with us. Trade is a two-way 
street and if we want to improve our trading relations 
with the rest of the world then we must ensure it 
is an attractive proposition for these nations to 
want to trade with us. 

The trend of the major industrial 
nations of the world in recent years to seek greater 
economic growth by trying to liberalize world trade 


has strengthened the resolve of this Association that 
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Canada must pursue similar policies or risk being 
unable to participate in this opportunity for 
economic growth. 

We advocate that in order to participate 
more fully in the opportunities offered by expanding 
world trade it will be necessary for government, 
management and labour to co-operate in order to 
reduce our high cost structure. 

This Royal Commission is of course 
primarily interested in receiving suggestions for 
improvement in the current working of the Canadian 
financial and monetary system. We will be making 
Suggestions along these lines and will also attempt 
to supply information concerning the financial 
requirements of our members. 

We realize that in order to achieve the 
objective of sour Association, which is a prosperous 
Canada, that a properly functioning and Birieient 
monetary system is essential. Monetary policy by 
itself is not the instant medicine that willsolve our 
problems. However, unless our monetary policy is 
sound, it will negate our fiscal, tariff or even 
commercial policies even if such policies should 
themselves be excellent. These policies cannot be 
divorced from one another. AS an example, a change 
in tariff policy will have an effect on monetary 
policy and vice versa. The appropriate role of 
monetary policy should be to inspire confidence in 


our currency at home and abroad. It should enable 
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the business community to have a reasonable assurance 
that there will be no violent changes to upset their 
future. Finally, it should have a proper balance 

to ensure that monetary policy calculated to prevent 
inflation and reduce costs does not depress the 
economy. 

Our members are very affected by the rate 
of exchange of the Canadian Dollar and by exchange 
rate policy. In discussing these matters, it is 
not possible to deal with the value of the Canadian 
Dollar in isolation from whether such a value should 
be obtained by a fixed, free or a manipulated variable 
rate. There is some difference of opinion amongst 
our members on these questions. There are also areas of 
complete agreement. We believe that it will be of 
benefit to the members of this Royal Commission in 
arriving at their conelusions and proposals if we 
attempt to show the reasons for the differences and 
agreements amongst members. 

The disagreement is whether a free or a 
fixed rate is best. Those who favour a free rate 
do so for a number of reasons. The chief of these 
reasons being that it is economically sounder to have a 
free rate because it will ae express the pressures 
that the Dollar has to bear. In addition, there 
se ee great fear that unless there is a free rate 
the government would be obliged to introduce some 
forms of exchange control. It is felt that a free 
rate more accurately reflects the market conditions 


and that unlike a fixed rate it is not arbitrarily 
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imposed. There is great concern as to whether Canada 
because of its peculiar position of beng so close 
to the major supplier of capital in the world and 
also as a receiver of capital in large quantities 
from other nations would be able to maintain a 
fixed rate in spite of the tremendous pressures 
against the Dollar caused by capital movements and the 
tremendous changes in world trading conditions. 

Those who favour a fixed rate are really 
more concerned with the commercial operations of 
their business. They find that it is difficult to set 
up selling prices if the currency tends to fluctuate. 
They are obliged to cost at an inflated figure, (if 
this is possible competitively) so as to ensure 
against an undue reduction in the value of the dollar. 
A fixed rate of exchange enables those who are engaged i 
international trade som out very much less time on their 
banking operations. They are not obliged to ean? 
the fluctuating value of the Canadian Dollar nor are 
they obliged to buy futures. ye an the neo with a 
free rate it is possible for international traders 
to make a bigger profit on their exchange operations 
than on the sale of their merchandise. It is of course 
just as possible for them to suffer a very heavy 
loss by exchange operations. This means that they 
are obliged to operate in an area in mpaty they are 
much less familiar and far less talented than in their 
normal commercial operations. It is also more in 


keeping with the rules of the game inasmuch as the 
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International Monetary Fund wants its members to 
maintain a fixed rate. In view of the increasing 
importance being given by the nations of the world 

to international trade as a means of promoting 
further economic growth and in view of the tremendous 
importance of this trade to Canada, it is probably 
better that we co-operate fully with the supreme 
international financial body. 

There is complete agreement amongst our 
members that the value of the Canadian Dollar should 
not have been reduced in the manner in which it was. 
There is also agreement that a discount on the 
Canadian Dollar is not only harmful to the import 
trade but in the long run harmful to the Canadian econom 
as a whole. We recognize that there are short term 
economic advantages in reducing the value of the 
Canadian Dollar inasmuch as it places both our 
domestic and export industries in a better competitive 
position. However, this is likely to prove a pyrrhic 
victory. It must be realized that the two-thirds 
of our imported goods which are for the purpose of 
assisting industry, i.e. such items as raw and semi- 
finished materials, capital goods, etc., will add to 
industrial costs and as has happened in the past, 
these costs are likely to pyramid so that there will be 
gradual erosion of this temporary competitive advantage. 
As regards the one-third of imported goods which are 
for consumers, the reduction in value of the Canadian 
Dollar will add to consumer costs and thus tend 


towards inflation. This will obviously bring about 
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reduced effective purchasing power so that the 
Canadian consumer will be unable with the same amount 
of money to buy the same guantity of goods as before. 
This built-in consumer sales resistance will have a 
Ssnow-balling effect in a natural consequence of reduced 
sales, increased unemployment, increased costs, reduced 
economic-growth. This at the very period of our history 
when the natural consequence should be exactly the 
opposite. This is also at the very time when the 
challenge to Canadian business is so serious that it 

is necessary to put us in a competitive situation by 
natural rather than artificial means and by sound long 
term rather than unsound short term policies. It 

must also be remembered that our imbalance of payments 
difficulties are not due to our merchandise trade. In 
the years when we have had merchandise trade deficits 
these have only been a small part of our imbalance of 
payments situation. It must also be remembered that 

it is a fact of international trade that this trade 

is a two-way street and that any serious reduction in 
imports will cause a serious reduction in exports 
because it is our imports that enable the other countrie 
of the world to pay for our exports. 

In general terms, members of our Association 
have very much the same financial requirements as do 
other Canadian businessmen. We have in our membership 
a myriad of different types of businesses with the very 
large corporation on the one hand down to the one man 
business on the other. So that some have better 


opportunities and easier access to capital than others. 
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However, those who are engaged in international trade 
do have different financial and credit problems from 
those businessmen who are purely concerned with 
domestic trade in as much as they are obliged to deal 
with banking and credit facilities on an international 
scale. 

Some members find that there are difficulties 
for them in as much as there are occasions when documents]: 
arrive after arrival of a shipment which means delays 
and wasted time in order to track down the said documents 
We have to recognize that this does not normally happen 
with the larger and in this respect better organized 
companies. Due to their larger size they are better 
organized in this respect because they are able to hire 
staff who willsee to it that delays of this kind do 
not occur. However, it is our feeling in view of the 
tremendous importance of international trade that there 
should be a review of the administrative procedures 
for the handling of financial documents so that it 
would be unnecessary to have importing firms spending 
time to ensure that documents of this kind arrive on time 

Another minor criticism that is made is that 
the smaller branches of some banks are not too conversant 
with the operations of their international department 
and any members who are obliged because of their 
geographic location to deal with a small branch of a 
bank find that there are frustrations and delays in 
getting information concerning such matters as letters 
of credit, etc. It is obviously uneconomical for the 


branches of the banks to have staff as adept and as 
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informed in international financial matters as those 
of the headquarters of the international department. 
However, it is felt that at a very small cost and at 
a possible great improvement in efficiency and certainly 
at a great service to the international trading 
community that two things might be done. It should be 
possible to have written instructions concerning the 
mre basic principles of international banking so that 
if questions concerning letters of credit or other 
international banking matters are asked they would be 
in a position to give some satisfaction. The other 
Suggested course might be that there could be a more 
direct approach between the branch and the international 
department headquarters of the bank. 

A specific suggestion has been given to us 
by a member of the Association. It concerns the 
Question of N.S.F. cheques. An investigation could 
be made into the manner in which other countries deal 
with N.S.F. cheques. For instance in France, if a person 
@aws a cheque and does not have sufficient funds to 
cover the amount, the paying bank will write on the 
bake of the cheque the amount of his balance and pay 
out that amount advising the customer that his account was 
closed owing to the fact he had made an attempt of over- 
drawing his account without authority. There are some 
businessmen who offer post-dated cheques in order to gain 
time and when these cheques are presented for payment, 
they are returned N.S.F. and the customer therefore 
gains another month or so and strongly objects if he 


is charged interest. In reality this facility of drawing 
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cheques without funds is not conducive to honesty 
and it is thought that the banks might be more severe 
with the type of accounts that issue N.S.F. cheques. 

We wish to thank the members of the 

Royal Commission on Banking and Finance for the 
opportunity offered to the Canadian Importers & Traders 
Association to present their views concerning the 
current working of the Canadian Financial and Monetary 
System and suggestions for possible improvements. It 
is our hope that we may have been of some use as 
our aim is to submit views and proposals that are in 
the interests of a prosperous Canadian economy. 


All of which is respectfully submitted. 


(signed) A. T. Brodeur 


(A. T. Brodeur) 


President 
CANADIAN IMPORTERS & TRADERS ASSOCIATION INC 
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SUMMARY 
of 
SUBMISSION OF CANADIAN FEDERATION OF AGRICULTURE 

Aththe outset of this brief the Canadian 
Federation of Agriculture gives a short @escription 
of the Federation and tells the extent to which it 
represents the farmers of Canada from coast to coast, 
and indicates the association it holds with domestic 
and international. ofganizations. 

The brief contains general observations on 
the role of government in the workings of the national 
financial system and its impact on agriculture; on 
agricultural production, marketing and pricings on the 
use of resources; on employment, and on other, economic 
and social aspects of life. in Canada... It develops 
the basic concern of farmers in respect to government 
programs and policies as they relate to their economic 
and social needs. . It discusses. the vital changes 
which are taking place in the farming industry - farm 
Sizes, farm population, farm values, farm expenditures 
for the supplies. and services and the cash and net 
incomes of farmers. 

The ever growing needs of farmers for 
capital and credit for farm operation and for farm 
family living are reviewed and the sources and volume 
of governmental and non-governmental credit are shown. 

The brief discusses the fact that the forces 
of economic change have resulted in the production of 
agricultural products in excess of effective domestic 


and export demand, and as a consequence the overall 
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returns for the investment, labour and management of 
farm operators are quite. low in comparison with the 
incomes of those with comparable investments in other 
industries. 

The vital stake of farmers in the general 
health and growth of the Canadian economy is emphasized. 

The submission makes policy recommendations 
respecting agricultural credit on the one hand, and on 
national general economic policy related to the 


Commission's work on the other. 


Conclusions 

l. The role of government in the economy 
must develop in the direction of its greater involvement 
in economic and social planning. By planning is meant 
the more systematic, institutionalized and continuing 
involvement of government in the direction, rationaliza- 
tion, contrel and-functioni ng’ of our-eeonemic’ana 
social life, but in a framework which retains private 
enterprise and the competitive market mechanism as the 
fundamental and most important form of economic activit 
and means of economic regulation. 

2. The farm economy is characterized by a 
rising level of preade been and capital investment, but 
a declining labour force, a chronic tendency to 
lagging farm income, and problems of. adjustment. 

%3. Agriculturally, the choice is not between 
"sovernment control" and the "free market", but rather 
the modification of the free market system by collective 


self-help, negotiation, agreement and controls. 
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4, Overall returns to farming are low but 
the returns on new investment of capital on agriculture 
are probably quite high. The needieetpor farm credit 
policies that make possible necessary capital investmen 
by farmers in agriculture, on a basis which provides 
equity of opportunity among farmers and encourages 
the maintenance of a healthy farm economy based on the 
family farm enterprise. Capital investment in agricult 
is characterized by a number of special or unique 


features which make the development of governmental 


or governmentally sponsored credit programs a necessity. 


5. In general farm policy should be aimed 
at making necessary economic adjustment take place in 
an orderly and stable way, and at the same time 
providing reasonable assistance and security in compen- 
sation for the considerable losses to farmers attendant 
on adjustment. 

6. Institutions and policies for the general 
economy must be developed that will: 

(a) Make possible the degree of overall 
planning and direction of the economy, and 
public investment policies, necessary for 
proper framework in which our free enterprise 


economy will operate effectively. 


1S 


(b) Develop adequate public understanding 


of and information regarding the economic 
issues, and conditions, which face Canada, 
and provide for participation of responsible 
voluntary interest groups in the examination 


of these issues and conditions. 
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7. The preference in monetary and *Piscal 
policy, if one is necessary, should be toward subtained 
growth and moderate inflation, as against an anti- 
inflationary policy which inhibits expansion. A 
relatively low level of interest rates should’ in general 
be favoured, 

8. Canada's basic interest in external 
economic relations lies in progress and growth through 
international co-operation; international law and 
international agreement. | 

9. For humanitarian and economic reasons 


disclosure of finance charges should be encouraged. 


Recommendations 


1. A Federal policy providing for the 
granting of iInter-free loans to'farmers in cases of 
natural disaster should be instituted. 

2. 0nKk special, flexible credit service, provided 
by the Farm Credit Corporation and operating to serve 
special needs of rural development programs should be 
provided. 

3. Policies to better provide for: initial 
transfer capital for farmers entering farming, as well 
as for development capital, are needed:  iS8me 
successful as a modern farmer adequate development 
capital is of major importance but the acquiring of 
this capital may often be difficult. It is recommended 
that a searching enquiry be undertaken into a policy 
of providing permanent types of mortgages or the 


issuance Sof long-term interest bearing securities for 
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family farm acquisition. 

4, An adequate policy of providing loans 
for housing on farms that does not require the farmer 
to mortgage his productive land and so tie up his 
access to long-term production credit, is required. 

5.. Intensive and continuing study of farm 
credit needs and their implications for the long-term 
development of the farm economy should be undertaken. 
The Farm Credit Corporation should have a competent 
and active research division. | 

6. Interest rates for Farm Credit Corporatio 
loans and Farm Improvement Loans should not be raised. 

(. The maximum interest rate limitation on 
banks should be retained at its present level. 

8. It is also the view of the Federation 
that loans ‘to; specialized poultry and egg enterprises 
should be the business of the Farm Credit Corporation 
rather than the Industrial Bank. 

9. The Agricultural Rehabilitation and 
Development Act programs should be actively pursued. 

10. These should be created: 

(a) A National economic planning body 
of government attached to the Cabinet. 
(b) A national Economic Advisory 

Planning Council with responsibilities for 

informing the public about economic issues 

and conditions, as well as for advising 

the government, and with a secretariat of 

its own. 


(c) Provision for more independent 
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research in economic policy, including 

agricultural policy. 

11. The national accounts should be 
developed on a basis that separates investment and 
current accounts. 

le. The fundamental direction: of our trade 
policy should be toward freer trade. The basis of 
our external agricultural policy should be to favour 
international consultation and agreement on prices, 
markets and surplus problems. 

Lo. Legislation requiring disclosure of 
finance charces inthe formof ssimple annual srate of 
interest, and for restricting the rate that may be 


charged on consumer purchasing, should be enacted. 
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SUBMISSION OF 


CANADIAN FEDERATION OF AGRICULTURE 


1. WHAT THE CANADIAN FEDERATION OF AGRICULTURE IS 

The Canaaien Federation of Agriculture is the 
national, general farm organization in Canada, designed 
to provide a place within its structure for representa- 
tion by all bona-fide organizations of farmers, whether 
direct membership organizations, commodity associations 
farm co-operatives, farm women's organizations, 
marketing boards, agricultural institutes, or other 
forms ©f association, Its goal te united action by 
farmers directed to the achievement of self-help and 
government policy in the best interests of the farmer. 
it is primarily a pat had op of federations, provincially 
and on a national commodity basis. Though there is of 
course overlapping of membership, and no exact figure 
of farmer membership is possible, the Federation, we 
believe, represents more than three quarters of the 
farmers in Canada. The structure of its provincial 
Federations varies from province to province. In 
Appendix A a quite complete list of the organizations 
which make up the Canadian Federationof Agriculture is 
provided for the information of the Commission. 

The Canadian Federation of Agriculture has 
been in continuous existence for more than a quarter 
oi accentury. It is, internationally, a member of the 
International Federation of Agricultural Producers, 


representative of the national farm organizations of 
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some 30 countries. It is also a sponsor, with the CBC 
and the Canadian Association for Adult Education, of 

a major andoimportant adult education undertaking 
among farm people - National Farm Radio Forum. This 
national use of radio network broadcasts combined with 
neighbourhood discussions groups and printed supplementary 
material represents a program in adult education that 
has continued in Canada for more than 20 years without 
interruption, and has been copies in its basic features 
in a number of countries, among them India, France and 
Japan. 

The present submission will not, as is 
sometimes the case, be parallelled by submissions from 
our member organizations across the country.-. That is 
to say, it will be the principle, if not the-only, 
Submission on behalf of its members. It should be adde 
that representations relating specifically tothe 
co-operative movement will be left to the organized 
co-operative and credit union movements as such, . The 
Federation supports the principles of co-operative action 
as basic to a healthy, democratic society, and has of 
course many farmer co-operatives among its membership. 

The policy recommendations, and the viewpoint 
and arguments put forward in this submission have 
been considered and approved by the Executive of the 


Federation. 


SOME GENERAL OBSERVATIONS OF THE ROLE OF GOVERNMENT 
IN THE ECONOMY 


The workings of the financial system must be 


; _ 
oe P| fe 


Da bse toanoga 6 

i motsisouba $A oor notdstoones oekb 
gntietrebau notts5ube ‘diubs ~ S pe ae s 
| esidT .myto% otbsh mist Lsnofssi - aor ee 
| igte bentdmoo atgsobsoid dasowten otbex to osu toshien 
sbdniomsloque betataq bas ater edofaavostb boonduvodrigten 
tees aAOLISSUDS diubs ryt he 79070 8 atnseerdey ieruadee 
T Suortet eissy OS nsdt stom tot shbsnsd mit beuntdnoo esd 
| eomuset ofasd ati mt aetgqoo mesd asc bas sediqueneie! 
| Sos sonsva .sibnl mend anoms ,~estidauoo to redmun s nat 
-1sqst 

af es .ton Iliw nolteatmdua tnseesiq sAT | 

mort enoleatmdya yd belflolisasq sd .seso srt aemisemos 


af JeaT .yadayoo oft eaon0s anotisstasgio tedmem wwo 


<¥ino sit ton If ,slqtontiq ort od [ftw tt .yse od 


ysoOs ed bluode tI .exsdmém ati to tended no nolestmdue 


sit ot yLlsottlosqa enttsler enofrisinsesiqe: tsdd 

Desinsei1o eft ot diseL od Ll tw tasmevom evidandeados 

ent dove es atnemevom snotns dbs ro bas ite tna 

ngisos evidstsgo-09 to eelqtontuq end edroqque notsisisbel 

10 ean bas ,.ysetooe olistoomeb ,yddised s ot ofaad 8&8 

| adgtiier eden esti gnome esvitstego-o9 iem18i vasm e209 
doatoquet v sat Das ,snotisbremmoost yotloqg ent 

. even dokeaindve etdd at borswrot tuq atasmyagis bas 


sit to svitusoesd ond vd bevorggs bas Deveblenoo need 


-nolisjsisbel 


Nethercut & Young 
Terente, Ontario A. 9 


considered from a number of viewpoints - their effects 
on the growth dynamics of the economy, their effects 
upon the best allocation and use of resources, their 
effects upon the distribution of wealth, their regional 
effects and their effects upon individuals and groups 
from the point of view of equity and social ethan. 

Agriculture - considered as the business of 
primary production of food, fibre and industrial products 
gained from the cultivation of the land - is a major 
industry in Canada. The size and extent ae tte industr 
is described and analyzed subsequently in this submission. 

The question of how to achieve the best 
utilization of resources in agriculture is an important 

Tones "A180 important for policy in themselves as well 
asin the context of efficient Jenvaime use are 
questions of how the land resources in agriculture are 
held, the nature of, or absence of, economic opportunities 
to engage in agriculture, the direction and pace of 
economic development and adjustment in agriculture, and 
in general the economic and social conditions of life 
of farm and rural people - as these are affected by 
policy in the fields of banking and finance. 

We would like, early in this submission, to 
make some general observations which we think have 
relevance to our teomments on policy in a number of 
connections, in both the field of general monetary, 
fiscal and financial policy, and the field of more 
specifically farm policy. 

The Canadian Federation of Agriculture is a 


non-partisan organization. It has among its membership 
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individuals of all political persuasions. It does not 
expouse any particular ideological viewpoint. It looks 
at and deals with all problems of economic and social 
policy in their own terms, arriving as accurately as 
possible and at any given time at a broad concensus of 
opinion as to the desirability of various policies, 
and judging between alternatives on their own merits. 
If we have any ideological biases other than the belief 
we all share in the democratic form of government 
they are these: belief in the rightness ptndeweonk exe 
voluntary organization as a means of responsible 
participation by citizens in the svtipate wae the country 
belief in the importance of adult eee rere 
in its broadest sense; and belief in self-help, 
especially through the co-operative form of business 
organization. 

We make these observations because ona 
subject of such fundamental importance as that before 
this Commission we think it important to make our 
position inethis respéectoclears 

Massive government involvement in economic 
affairs of the nation has always been a feature of 
Canadian life, in particular connections, most notably 
in the fields of transportation and power. Elements 
of economic planning have always been present, such 
as with the adoption of the homestead system of land 
settlement, and the use of the tariff. But the evidenc 
builds up that we are entering an era when economic 
and social planning, in the sense of more systematic, 


institutionalized and continuing involvement of 
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government in the direction, rationalization, control 
and functioning of our economic and sociallife, will 
be increasingly necessary and important. The evidences 
and causes of this are many, for example: 

- in agriculture, nationally and inter- 
nationally, more orderly and controlled methods of 
marketing, pricing and production are being increasingl 
recognized as necessary. 

- in resource use generally, we have just 
had in Canada a major conference of which the key 
concepts are of rational planning for resource use 
in a context of coherent government policy, participation 
and investment. 

- the very gorwth of economic understanding, 
and the development of improved techniques for influenc 
ing economic behaviour introduce elements of planning - 
a point that is central to this Commission's work. 

- the demand that government accept as its 
responsibility certain goals in terms of prevention 
of unemployment, provision of equitable economic 
opportunity, economic growth, and productivity 
increasingly means government involvement in economic 
affairs - also a point central to the Commission's fiel 
of interest. 

- the importance of social capital in our 
lives - an importance which is growing - means increasing. 
pressure to co-ordinate and rationalize the total publi¢- 
private investment picture. 

- the increasingly large scale of industrial 


enterprise required for maximum efficiency in today's 
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world probably forecasts a need for more deliberaie 
and positive policy, involving some degree of business- 
labour-government co-operation, in directing and 
planning the Canadian industrial structure in a 
national and international framework of policy. 

The competitive market mechanism is the 
fundamental and single most important mechanism of 
economic regulation in our economy, whether in the 
capital market, in agriculture, or in other areas. The 
market mechanism operates of course ina framework of 
laws and institutions that determine and modify its 
workings in many respects. Also resort is had to many 
forms of more direct controls. 

In the field of agriculture the fundamental 
importance of the market in pricing, production and 
distribution is»recognized.. In.fact it would be true 
totsayrp that. in farm:organization-there is,even.less 
disposition than in the past to attempt altogether to 
discount or evade it. What it tells us of the nature 
of the economic position of agriculture, and what it con- 
tributes to the functioning of the agricultural economy 
are better recognized than ever. But the other side 
of this is that the problem is no longer conceived 
as a choice scap aulemiiibe law of demand and supply " on 
the one hand and "Government control" on the other. 

The inadequacies of a "free market" system are recognized, 
andthe problem becomes one of achieving a stable, 
growing, just and free farm economy by collective self - 
help, negotiation, agreement and controls plus proper 


measures of government service and regulation - all 
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modifying the price system in a realistic way. Example 
of this kind of development are: international commodity 
agreements, The Farm Credit Corpomation and Farm 
Improvement Loans, marketing boakds. agricultural 
prices supports, feed freight assistance. 

We suspect that the same tendencies will hold 
in other industries, and in the field of banking and 
finance. It will be found that our basic concerns 
in this whole area are two: First, that policies 
followed shall contribute to the wealth, ey 
stability and equity of the economy in the best possibl 
way. Second, that means shall be provided for fosterin 
the greatest possible information on, and public under- 
standing of economic policy, trends and issues. We need 
institutions, policies and procedures that make the 
direction and planning of our economic affairs responsiv 
to the public interest, with an effective degree of 
participation by responsible voluntary bodies in the 


consideration of economic and social policy. 


3. AGRICULTURE IN OUR NATIONAL ECONOMY 

An indication of agriculture's ever changing 
contribution to our national economy is revealed in the 
following tables on farm population, nuthber and size 
of farms, value of farm capital, expenditures for 
implements, equipment, electricity, fertilizers and. 
pesticides, exports of farm products, value of farm 
output, farm income and number of persons supported by 


one farm worker. 


Only a few figures from the 1961 Census of 
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Agriculture were available when this part of our brief 
was rae preparation. 

Canada's population totalled 16.1 million on 
1956. Of this total 5.4 miblion or 33.4 per cent lived 
in rural areas and 2.6 million or 16.4 per cent lived 
on farms in these rural areas. As is the case with other 


countries where industrialization is expanding rapidly 


the number of people living on farms is steadily declining. 


Only as-far back as the middle 1940's about 25 per cent o 
our peopie lived on farms. The percentage of rural 
residents has no doubt declined further since 1956 and 
the exact information will soon be available. 
Agricultural Land - The size of the famm land area has 
an influence of its own on the structure of the overall 
economy.: Suffice it to note the importance of distance, 
the need to provide transportation facilities for the 
gathering of many production inputs and the marketing 
of the outputs. eh) 
Agriculture being an extensive enterprise, ibs 
it uses more land than any other economic enterprise in 
Canada, ancluding forestry. The total farm land area 
in 1956 covered about 173.9 million acres, including 
farm woodlots, covered about 156.7 million acres. Of 
the 173.9 million acres in farm land 100.3 million only 
were improved, 62.9 million produced crops, 24.6 million 
were in summerfallow and 101.1 million in pasture 
(Table I). There has been practically no change in the 
farm area in the past 15 years. 
Number and Size of Farms - As a result of the increase 


in the acreage of individual farms, to take advantage of 
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1 opportunities inherent in technical innovations and in 

zZ a larger size of business, the number of farms has declined 
3 steadily since 1931 in the Atlantic, Central and Prairie 
4 regions of Canada. In British Columbia, the decline 

5 was not so pronounced nor so steady. The number of 

6 occupied farms there declined from 1931 to 1941 but was 

7 even slightly higher in 1951 than in 1931; it declined 

8] again, however, from 1951 to 1956. For Canada as a 

9 whole the number of occupied farms dropped from 

10 728,664 in 1931 to 575,015 in 1956 and to 480,903 in 

11] 1961% (Table IT). 

12 The average size of farm for Canada as a whole 
13 has increased steadily since 1931, rising from 224 in 193 
14 to 302 acres per farm in 1956. (Table III). 

15 Farm Values - Farm values more. than doubled during 

16 the 1935-60 period. The capital invested in farm 

17 businesses rose poen $4.5: billion, 1n11935. tei.abowt.$11,6 
18 billion in 1960, which represents an increase of 157 

19 per cent. (Table IV). In 1935, $3.4 billion were investe 
20 in land and buildings, $0.5 billion in livestock and the 
21 same amount in farm oltiiets the corresponding figures 
22 for 1960 were $7.4 billion, $1.9 billion, and $2.2 

23 billion. The average total investment per farm of course 
24 increased even more sharply on account of declining farm 
numbers, rising from $6,386 in 1935 to about $21,500 in 
26 1960, ah increase of 230 per cent. 
27 | Sli i NS ARATE 8 EA ac hE EE 

28 ¥%- For the 1961 Census of Agriculture the definition 

29 of a farm was changed. If the definition had been the 


30 game as in 1956 the number of farms in 1961 would be 


521,634. 


= 
| 
Aes 


| 
AN 


i] “fs it. : o 
| af boas eanottsvonat Lsotnrost at Insiedat aotitavdroqqo 
| 


bdntlosb asi aemist to tedmun edt .sasntaud to sste tesrsf 5 


| ofafsad bas [axtmod .oftaslstA ont nt [ECL eottea yitbsote 


eatfosb eft .sitdmulod datiind aI .sbsns0 to enotge1 


to tedmuq eaT .ybsete ca rom Dsonvonorg o@.ton esw 

asw tud [MCL ot [ECL mort bentloob event emuist betquoso 
benifosb FF ;,L[8Cl mk aedt [eQL nt rEedgta yistdglla ‘neve 
5 S a6 sb8a80 108 .dCOL ot [ACI mort ,revewod vatsss 
mori begqqo rb amist Hsfquoso to rsdmun odd sloAw 

af €0@,08 o¢ base d@CL at LO. aye od PECL at Oa, S97 
(IZ efdet) *raer fy 


elodw s es sbsasd tol mist to este onsteve SAT 


ECL at HSS mott gatetx .[€OL eonte yitbaeta beasoyont esd 
(III sideT) .d@@L ab mist 19q e698 S0e oF 

aniisb beldvob asdd stom eeuvisv mist -- eeulsV mrs 
| mit mf beteevot [atdiqes ont radeoua Od-aEeL odd 
d.[f¢ duods ot @8OL mb noLlitd ake aie SkOY Bezeentaud 
Yel to sesetont as atnsaeetqes ~— O8CL ab notli td 
etaovat sxew notliitd Wee .@€OL al .(VE efdsT) .¢neo Sq 
; fs bas sooteevil mt motlitd 2,0$¢ .eantbitdd bas basl dt 
esiugit gatbmoqasiz0s ond eeckiieeia mist of tovoms smse 
S.S¢ bes ,motllid Q.f8 .noklitd Kk, yé stew O8CL 10% 
loetsoo Yo mrs? 19q dnomteevat Istot exssrev—, oT moti itd 
| mist-anintilosbh to gnvooos ao Yiqisde siom neve boessiont 


at 00@,£8¢ tuods ot GEOL at 06 ,d¢ mort antet s .etedmun 


“Pesan as 


~-TH59 I9q OFS to sasstonmt de .OdeL 


a a 


nottintteb ond srutivobrsA to evans) L[d0L ont of x 


eit meed ben dotttnkteb sax tI »beagnsdo asw mist s to 


a 


Sd bluow [d@L af amwst to vedmun ont O2@QL ak es omse 


i 


ay | . Wra.6sa i 


Nethercut &é Young 
A» Lo 


Terente, Ontario 


1 Expenditures - Capital expenditures, for construction, 

2 machinery and equipment and repair expenditures, also 

3 for construction, machinery and equipment, ace from 

4) $71.5 million in 1935 to $709.1 million in 1961. (Table Vv). 
5 The above figures on expenditures for machinery 
6 and equipment include money spent for the purchase and 

7 repair of old or used as well as new equipment and 

8 machinery. The values given, consequently, are retail 

9 and not wholesale values. 

10 2 Data on sales of new implements and machinery, 
11 at wholésale values, however, may be better indicators 
12 of additions to the production capital of our farms. 

13 These sales rose from only about $19.3 million in 1936 
14] to $52.1 million in 1941, $235.6 he in 1951 and 

15 reached a peak of $250.3 million in 1952. They declined 
16 after that year a rose to $217.5 million in 1960. 

17 (Table VI). 

18 | Sales of other farm supplies have been reaching 
19 new high levels in recent years. Sales of fertilizers, 
20 for example, rose from 212,479 tons Bin LOSS hig 7e ey 
21 tons in 1945, to 1,077,412 tons in 1961, nearly double 
92| the amount of fertilizers sold in 1945. (Table VII). 

23 Sales of pesticides rose from only $5.4 million 
24 in 1947 to $12.6 million in 1951. They were valued at 
25] about $26 million in 1961. (Table VIII). 

26 : Farmers are also heavy users of electrical 
27 power. Statistics on farm service furnished by central 
28 electric stations indicate that the number of farm 

29 customers and the number of kilowatt-hours supplied to 


30 them has been increasing steadily since 1944, From 
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116,609 in 1944 the number of customers rose to 484,633 
in 1960; total kilowatt-hours rose from 147 million to 
2,106 million and the average number of kilowatt-hours 
per customer from 1,260 to 4,345, or almost 3 and a 
half times as much. (Table IX). 

| Table X amb Bes statistics on farm operating 
expenses and depreciation statistics for the 1950 to 
1960 period. There were variations in the size of the 
various types of expenses from year to. year, but, on the 
whole,they followed an upward trend from $1,332 million 
in 1950 to $1,888 million in 1960. 
Agricultural Labor Force - Canada's agricultural labor 
force increased steadily from 1,216,000 in 1931 to 
1,379,000 in 1939, then declined to 1,118,000 in 1943, 
rose until 1946, and has followed a steadily downward 
trend ever since to drop to 675,000 in 1960. As a 
percentage of the total Canadian civilian labor force 
it has declined almost consistently, from 36.4 per cent 
in 1933 to only 11. 3 per cent in 1960. (Table XI). 

"The decline in the farm labor force should not 

be rigidly interpreted as a decline in agriculture's 
contribution to the national economy. In countries with 
a growing economy, and Canada is one of these countries, 
the farm population acts as a reservoir that supplies 
an increasingly large number of obdresssenaz industrial, 
commerctal, skilled and other workers to other segments 
of the economy. Those remaining in agriculture benefit 
from the expansion in the remainder of the economy becaus 
of the increasingly expanding market for farm products 


resulting from the increase in total and non-farm 
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population. Agriculture does not then enter into a 
debilitating stage, especially when it improves its 
ability to feed a larger number of people. Canadian 
farmers have amply demonstrated that ability."  (Quotatio 
from an article in the Economic Annalist of April. 1961 
by C. Varkaris and G.P. Boucher of the Economics 
Division of the Canada Department of Agriculture). 

Increases in production have led to an increase 
in gross income and they have also led to the Canadian 
farmer's ability to feed more people in Canada and to 
export more abroad. Table XII shows the increasing value 
of farm production and the rising value of output per farm 
worker. The number of persons supported by one farm 

worker rose from 10 in 1940 to 27.7 in 1960. 

«Ours agriculture, accounts’ for.a considerable part 
of our external trade. In the 1930-58 period, agricultural 
exports as a percentage of total produce exports have 
ranged from a high point of 45.3 per cent in 1932 to a 
low point of 17.3 per cent in 1960. (Table XIII). 

Net Farm Income - Statistically, net farm income is 
fF difficult thing to discuss.., The general picture) of 
course is clear. This is that, even ignoring the very 
good years (relatively) of 1950 and 1951, aggregate 
net farm income today is running at lower levels than 
those of 6, 12 or 15 years ago. Also there are very 

sharp year to year fluctuations in the total of net and 
cash income, caused principally by variations in western 
crops. On a per farm basis the picture is not quite so 
depressed looking, on account of the drastic decline 


in the number of farmers, but even on this basis the 
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farmer's position has declined, both absolutely and 
relatively, since let us’say 1949. Tables XIV andxXV (a) 
and (b) give some data on a total, per farm, and regiona 
basis. -The cause of this situation has of course been 
the rising productivity of agriculture that has continu- 
ously kept prices pressed down as farmers struggled 

to make an economic success of their business by adoptin 
new techniques, expanding production and lowering the 
use of labor. Some have kept ahead of the game and 

many have dropped behind - either through leaving 
agriculture, failing to attract their éndpanes to 
agriculture on their retirement, or continuing in 
agriculture on a progressively more unsatisfactory basis 
economically. It is true of course that many adjustments 
have been made in the form of off-farm employment for 
the operator or members of his family. A very significa 
proportion of farm family income, perhaps 30 to HO per 
cent, comes from non-farm sources. But on a family inco 
unquestionably the income picture for urban people also 
would be very different from that which one would draw 
from looking at wage and salary levels for individual 
members of the labor force. Such data are not available 
for accurate enalysis. 

While this has been going on farm production 
has shown of course a long-term upward trend, the moveme 
from year to year showing sharp fluctuations, mostly | 
as a result of western grain yields, but also reflecting 
cyclical patterns in hog and poultry production. 


(Table XII). 


Output per person employed in agriculture has 
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risen steadily, more than doubling since the end of 
World War II. 

Agriculture's share of the "gross domestic 
product at factor cost", that is its share in the form 
of farm net income plus depreciation charges, has been 
declining almost steadily from year to year. From 18.1 
per cent in 1926 it dropped to 11.6 per cent in 1930, 
fluctuated from a low point of 8.0 per cent in 1931 to 
high points of 12.5 per cent in the 1931-53 period; 
it never exceeded 7.5 per cent in subsequent years and 
even reached low points of 5.3 per cent in 1959 aia 5.5 
per cent in 1960. (Table XVI). 

Cash Income from the Sale of Farm Products - Table xVII 

on 1961 farm cash income gives some idea of the importance 
of the kinds of agricultural commodities produced in -the 

different provinces of Canada. Some observations on the 

details of this table follow. 

It will be observed that for Prince Edward 
Island potatoes and dairy products combined contributed 
close to half the total cash farm income, with potatoes 
slightly ahead. Cash income from livestock products includ- 
ing dairy and poultry products was more than double the 
income from all crop production, including potatoes. 


In Nova Scotia income from fruits (apples) was 


by far the most important crop, contributing 7 per cent 
of cash income. Income from dairy products acc ounted for 
28 per cent of cash income. and eggs and poultry were 
important products contributing together a further 26 


per cent. Other livestock products account for most of 


the balance. 


8 aA 


| | to bas eAt sonata antidvob asd sec coni: ghana le tears 
| -IIT 1s8W biroW 
ottesmob eso" oft to srisda eteunrdivoripaé 
miot ont mt exsce atl et eta a Natl yodost ts touboug 
need asd .ecsgisdo moftistosiqeb aulq smoont ten mist .to 
L.8L movd ..1s98ey of sassy mort ylibeese cgaomis gnintiosb 
Of OL at taso teq O.LL ot boqqotb tr OSCL at snes 15q 
od [€@L at ¢aso 19q 0.8 to tntog wol 6 mort betsutouLt 
ibolasq €c-I[f€OL sre mt Faso t9q @C.SL To etntog datd 


— 


bas eisey tnsupsadse oi 3nso 1tsq ¢c.y bsbseoxe: reven vt 
c.2 bas CeeLl ni Jneso isq €.c¢ to atniog wol berloseT asve 
.(IVX% oideT) .Od0CL nt treo req 
| EIve ef{dsT -~ etouborl musi to slsa odd mori smoonl: dasd 
onetuogmt sid lo sebl smoa eovin smoont daso mist Ld0Ll> no 
ond: mt beoyborg astdtbommoo {stud lvotigs to ebnin odd ‘to 
eit ao gnottsvisado smog .sbsas0 Yo esonivog dreTestttp 
»wollot sldstd afdds to eftsteb 
baewbhd somiyl tot edt hevreado od Iftw tI 
betudiictnos bentdmoo adouborg yrisb bas asodatoq baslel 
aesctstog dtiw ,omoont must daso Istot sad ItLsd oF egolo 
Hionl atjouborg Nootaevtl mort omoomt desd .beeds yitdatte 
eds sidvob asdd o10m esw etouboig yrdinog bas yatsb ant 
,esotedoa antbulonmt .cotstouborg goto Ife mort omoont 
asw (eolqgs) atiuyt mori omoont sttoo2 svolM at 


inoo 19q Y goiidvudiutdoo .qoris tasticqmt teom ont ist yd 


"at botavooos etouborq yYrtsb mort emoonl .emosnt eso to 
si1ow yitluegq bis asae bas-smoont Aaso to treo 13g 8S 
38 asdt wit s ‘tedd ggo3 gatdudtxnes etouborq tustzogmt 
to gaom 102 J¢nwoo0s etouborq Wootesvil xeAdO gees r'Sq 


~sonsisd ait 


Fel 


Nethercut &é Young 
Terento, Ontario Bw (21. 


In New Brunswick, potatoes account for 15 per 
cent of cash income and dairy products 29 per cent. Othdr 
livestock account for the rest with eggs and poultry 
having a much less important place than in Nova Scotia. . 

The highest cash income from crops in Quebec 
was from vegetables. Dairy products however returned 
4O per cent of the total cash income, much the highest 
proportion in Canada. Crops produced less than 12 per 
cent of the total cash farm income in Quebec. 

In Ontario the cash income from tobacco was 
larger than that from other crops, and in total crops 
accounted for a full 28 per cent of cash income. For 
livestock and livestock products the order of importance 
was cattle and calves, dairy products, hogs, eggs and 
poultry. Ontario is the most diversified agriculturally 
of the provinces. 

Wheat returned more cash income than any other 
crops in Manitoba but income from livestock MeeotieUsiie 
products exceeded that from wheat and other crops. 

In Saskatchewan and Alberta wheat was the 
highest income producer. In Saskatchewan income from 
wheat and other crops was more than double the income 
from livestock and livestock products but in Alberta 
only about 40 per cent of the cash income was from crops. 
In all 4 prairie provinces cattle far exceed any: other 
livestock products in volume of cash returns. 

In British Columbia fruits returned more income 
than other crops but the cash income from dairy products 
was nearly double that from fruits. The cash returns 


from livestock and livestock products represented nearly 
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70 per cent of the total. 

When the cash farm income of the Canadian 
farmers in the various provinces is viewed on the national 
level, the commodities providing cash returns of more 
than one hundred million dollars in 1961 out of a total 
cash income of $3 billion; cattle and calves $632.5 
million; wheat (initial), interim and final payments) 
$607.2 million; dairy products $534 million; hogs 
$322 million; poultry and eggs $284 million, and tobacco 
$103.1 million. ‘In total, income from these commodities 
represent almost 80 per cent of the cash returns from 
all farm commodities. It is noteworthy that as a crop for 
cash sale, tobacco is not too different in importance 
in recent years from oats and barley combined: Two 
points should be noted here, of course. First, the bulk 
of the oats produced are fed on the farms where they 
are. produced... Second, the ratio of farm expense to 


value of output is very high with tobacco. 


4, FARM CREDIT AND CAPITAL INVESTMENT IN 
AGRICULTURE 

Farming in Canada is a business as well as a 
home..for.a.farm family. To obtain a satisfactory living 
for the family there must be sufficient land, buildings 
including a farm house, and farm machinery and equipment 
to utilize the family labour efficiently. 

Most farms must also be stocked with the proper 
number and kinds of livestock. There must also be 
sufficient funds to carry on the. farming operations. 


These items represent the capital needed to engage in 
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farming. 

For every farm family there must also be 
capital to furnish the house and pay the costs involved 
in family living. 

When considered as individual. economic units., 
farms in Canada differ widely in size, in the amount 
and kinds of assets they use, the nature of their 
operations, the kinds of crops, livestock and livestock 
products they produce, the income of the operators and 


in respect to other economic characteristics. 


Farms vary greatly in respect to their financing 
and in the sources from which they draw their capital. 
Farms also vary greatly in the extent of their relative 
dependence on short and long-term credit and in the 
degree to which each type of credit is obtained from 
federal and provincial governments, from private 
institutions and from individuals. 

To most farmers credit provides an important 
means for utilizing the production resources of land, 
labour and equipment. To the extent that credit regulates 
the accumulation of capital it controls to a major extent 
the farmers' economic activity, his production output 
and his income. 

The Need for Farm Credit Policy - Credit must be 
available in sufficient volume if farmers are to be 
efficient in their production activities. . Apart from 
management, the reason for differences in farm productivity 
is the difference in production resources. Within the 
limitations imposed by the inherent quality of the land, 


availability of credit is the principle factor determinire 
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productivity. 

Availability of sufficient credit through 
soundly conceived policies and institutions can have 
an effective influence in maintaining the family farm, 
the most desirable form of farm enterprise. It can also 
encourage sound farm pfaeetaes and be of real help to 
farmers in introducing improvements in their techniques 
of production and marketing which will raise their level 
of living. 

Thus, good credit policy can not only facilitat 
the adoption of improved technology in agriculture, but 
can also do much to ensure that the opportunity to 
progress is made available to all farmers in a way that 
is fair and equitable, and that will contribute to fic 
family pattern of farming. This pattern is characterized 
by the kind of farm enterprise in which the ownership, 
management and much of the labour are contributed by the 
farmer and his family. 

Credit can be of vital assistance to farmers 
when they encounter conditions which may be called 
disasters, such as serious damage from storms, floods, 
drought and fire. 

Inadequate credit is one of the main factors - 
if rot the main factor - which prevents farmers from 
expanding their farm operations to economic proportions. 

The effectiveness of credit may in some cases 
be limited by the management ability of the farmer and 
research and education directed to increase the farmers 


knowledge and skills are vital to the successful use of 


farm credit. 
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1 Many of our low income farmers lack adequate 
2 credit. This results in much under-employment and many 
3 uneconomic enterprises. Government loan programs should 
4 be adequate to meet the needs of such farmers. While 
be some of these farmers have poor land and inadequate 
6 management ability, yet more often the reason for 


7 unprofitable farming is the smallness of their farm 
8 enterprises, and the inadequacy of the capital resources 
9 necessary to enable them to increase the size of their 


10 farm business, and adopt the advancing technology which 


11 is being used by the more successful farm operators. 

12 Agriculture has been experiencing unprecedented 
13 changes in the technology and economics of production 

14 and marketing in the past two decades. These changes 


15 WiL}F ‘be’ continued at “a rapid pace.” Capital and credit 
16 in agriculture represent a most impatant feature of 

17 the substantial adjustments which are today facing 

18 agriculture in Canada. 

19 Changes in labour productivity of agriculture 
20 reflect to a large degree the substitution of capital 
21 for labour and the adoption of technology which results 
22 in higher yield per acre and per animal. No other 


23 industry has had the increase in productivity per hour 


24 of labour as has agriculture. The amount of capital per 
25 farm worker has increased in a striking manner. These 

26 | changes in farming have been associated with a cost-. 

I price squeeze and relatively low levels of farm income. 
= Pattern of Investment in Agriculture 

” The dominant shifts in the farm capital structuye 


30 are the increasing importance of implements, machinery 
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and livestock relative to land and buildings. Capital 

per farm worker has increased rapidly, farm labour has 
declined steadily and output of farm products has increasad 
with total population growth and technological innovationg. 
Great strides have been made in farm output per farm 
worker and per unit of capital. Increased output of 

farm products has been the result of an expansion of 
knowledge: ang adoption of improved technology of 
production and greater availability of supplies for the 
production process. There has been a rapid decline in th 
number of farm operators and in the use of horses as a 
source of power. In the past 12 years the. number of 

farm operators has been reduced from 663,000 in 1949 to 
432,000 in 1961 or an average of 19,200 a year. The 

number of horses on farms has decreased from 1,738,000 

in 1949 to 516,000 in 1961. 

The productivity of the farmer's labour is today 
dependent to a major extent on the availability of capita 
and his ability to manage these larger investments of 
capital. The kinds of capital may be classified in four 
categories. First, real estate capital which represents 
the land and permanent improvements such as the farm 
house and other buildings, fences, irrigation, drainage 
and terracing. This kind of capital represents the 
largest part of the total capital investment required 
by farmers. 

The second kind of capital is that are 
by machinery, farm and household equipment, and foundatign 
livestock. 


The third kind of capital is generally referred 
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to as Operating capital used to purchase livestock, 
fertilizers, pesticides, lime, feed and seed ona to pay 
for hired labour, family living and other related expendi 
tures. 

Capital for farmers' co-operatives is the fourth 
kind of capital needed by farmers in this case to be 
invested by them collectively. Farmers find it to their 
advantage financially to market their products and purchase 
their supplies and services wholly or partly through 
co-operative organizations. 

Sources of Capital in Agriculture 

Availability of capital of these kinds at 
reasonable interest rates is essential if farmers are 
to operate their farms efficiently and have some income 
Over and above their costs of production. The primary 
sources of capital for farmers are: (1) inheritance, 
marriage and gifts; (2) purchase of capital with personal 
savings; (3) borrowing capital goods (renting) and. 

(4) borrowing purchasing power for capital goods (credit). 
The transfer of farms from father to son is the basic 

and most common form of transfer, though of course not by 
any means the only one. 

Large amounts of capital are required for 
rien operated farms. Family farms, which aaioianes 
more than 90 per cent of all Canadian farms, frequently 
require an investment of $50,000 or more. Because of thi 
large investment it is becoming increasingly difficult 
for a farmer to save the amount required to acquire 
ownership of his farm during his productive years and 


at the same time provide his family with a-reasonable level 
Sd 
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of living. 

Savings is a most important source of farm 
capital formation. This is possible when the individual 
farmer has enough income over and above his needs for 
farm operation. A low net income, which most farmers 
are now experiencing, leaves little margin, after 
depreciation and consumption needs are met, for the 
volume of savings needed. The struggle to retain saving 
for investment out of a low or modest income, can, even 
when attempted, be an unreasonable hardship for the 
family. Just as profitable farming demands more capital, 
so the farm family is expecting a higher standard of living 
as the level of living in Canada rises. 

As about 77 per cent of the farmers in Canada 
own their farms renting of land is not characteristic 
of Canadian farming, although it has a useful and valid 
place, should it become characteristic. 

Capital in Canadian agriculture exceeds $11 
billion and although savings and inheritance are 
impa@atant, yet credit must provide a substantial and 
increasing part. The technological advances in farming 
and the desire of farmers for higher levels of income 
have focused attention on the role of farm credit. 

The Federal government and several provincial government 
have farm credit programs. Farm credit is also obtained 
from many other sources. 

Tt has been estimated that on December 31, 1960 
short-term medium-term and long-term loans to farmers 
by the Federal and provincial governments, mortgage 


and loan companies, the commercial banks and credit 
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unions amounted to almost $884 million. 


Estimates of Outstanding Loans to Farmers Classified by 
Length of Period, December 31, 1960. (Excluding loans 


by private individuals and merchants. ) 


1. Short-term (up to 3 years) 


Commercial banks a/ $241,500, 000 
Credit Unions b/ 65,460,470 
Total short-term $306,960,470 

2, Medium-term (up to 10 years) 
Commercial banks a/ $177, 536,410 

3. Long-term (up to 30 years) 

Provincial Governments c/ $147,204, 356 
Federal Government d/ 227 , 858, 207 


Mortgage and Loan Companies e/ 24 ,000, 000 
Total long-term $399,062,563 


Total of Above Outstanding Loans $883,559,443 


a/ Estimated from annual reports of the commercial 
banks ae of the Farm Improvement Loans Division, Dept. 
of Finance. 

b/ Estimated from reports on farm credit obtained 
from Credit Union officials in six provinces. with estimates 
for remaining Provinces made on the basis of a percentag 
of volume of credit business. 

rv Estimated from annual reports of the various 
Provincial Government farm credit agencies. 

d/ Estimated from annual reports of Federal 
Government farm credit agencies. 

e/ Estimated from information received from 


Dominion Mortgage and Investment Association. 


In the report of the Royal Commission on Canadas 


Economic Prospects it is stated that in 1951 about 45 per 
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Terente, Ontario 
cent of the 176,300 farm mortgages and agreements for 
Sale were held b individuals, about 37 per cent by 
governments, and about 17 per cent by corporations. More 
recent Studies indicate that the number of long-term 
loans may be about the same as they were in 1951 and 
that, of the value of these, mortgages and agreements 
for sale held by individuals, (which would include those 
held by relatives of the farm operators) still represent 
in the neighbourhood of 40 to 45 per cent of the total. 
Government agencies hold about 45 to 50 per cent, 
corporations such as insurance and trust companies about 
3 to 5 per cent, banks 2 to 3 per cent and: other organiz 
tions such as credit unions 2 to 3 per cent. The total 
of these long-term loans is about $650 to $750 million. 

Other indebtedness of farmers in short-term 
and medium-term credits is in the vicinity of $500 to 
$600 million. There were about 178,000 federal farm 
improvement loans on December 31, 1961. The value of 
these loans was about $194 million. Other bank loans 
are about the same in value. The next most important 
source of short-term credit, and in some cases inter- 
mediate credit are credit unions with about 12 per cent. 
Insurance and other corporations, individual farmers, 
persons other than farmers, the provincial governments, 
stores and dealers in feed, machinery, fertilizers and 
other commodities make up the balance. 

Sources of credit for farmers from the Federal 
Government include: 
(1) The Farm Credit Corporation; 


(2) The Veterans' Land Act; 
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(4) The Farm Improvement Loans Act. 

Farm Credit Corporation: It was in 1927 that the federa 
government entered the long-term farm credit field with 
the establishment of the Canadian Farm Loan Board. In 
1959 a new federal Act was passed which provided for ae 
establishment of the Farm Credit Corporation. Loans to 
farmers increased very greatly in number and in value 
when the Farm Credit Corporation was created. The numbe 
of loans made increased from 3,702 (valued at $21.3 
million) in 1957-58 to 4,885 (valued at $68.6 million) 
in 1961-62. The average size of loan Suoatee: doubled, 
from $5,748 to $11,652 over the same period. The 
purposes for wetoh the loans were granted and data in 
numbers, amounts and provincial distributions are set 
forth in TablecX¥bite , 

This most significant expansion in federal farm 
loans is evidence of the increasing needs of Canadian 
farmers. for more capital if they are to become more 
efficient in, their production of farm=products,; 

The new Farm Credit Act provides for loans at 
5 per cent, to a maximum amount of $27,500, for periods 
of up to 35 years (few loans are made for this length 
of term.) Loans may be obtained up to 75 per cent of 
the value of the farmers land and buildings, under the 
regular and most commonly used program. Under a program 
of supervised credit, which requires prior approval of 
a-farm plan and subsequent supervisory attention, loans 
may be obtained for up to 75 per cent the value of land, 
buildings, livestock and marketing, all of which may be 


taken as security. 


ideas vega ie ’ 
a — oe ~ r | 
orwmind otrowl ; 


da 


. 


7 7 ' 
_doA ansol dnemavorqmd mist on? (E)) % aye 


:qoistsrog:100 dibox10 


Lsnebe? edd tedd YSCL ak asw dL 


| attw bloft ofbeno mrst mret-gnol ent Horstns Inematevog 
at .be08 agol misi asibsaso ond to dnomlatidstes. etd 
efit tot bebtvong dotdw beaesq esw toA Isisbel won 8. P@eLr 
od angol .wnotdsieqiod tibet) misZ edd to Jasmdatidsdes 
eulsv af bas tedmun at yi¢sets yiev beasotont. eromist 
—_ ett .bedsero esw notdsiogi0) diber0 mist sid aedw 
| €,1Sé te beulsv) SOY.€. mort beasstoeat ebsm.ensol to 


(moflitm 3.838 ts boulev) @88.4 o¢ 82-YeeL. at (molliim 


beldvoeb meds stom msol to esta sasievs odT .$d-LdeL, at 


. 7 


elt .boksreq emsa ont revo S@d,1Lé o¢ BAY, ck mort 


MS 


af steb bas botdrisyg stew ansol edt dofdw tot seaoq wg 
tea exs enottudtutetb [stontvoig bas adnvoms .eiedmun 
»TITVe ofdst at dtir0t 
lmxet [etesbet nt notensqxe tnsoltingtea deaom ata? 
tgtbsas0 to ebeen xsatesetont ont to sonebive ef ansol 
siom emoosd od o1s yodd ti ([stiqso stom 10%, ea tsmist 
,etouborg mist to nofsoubo1q Lost at dotottie 
ts ensol tol asbiverg doA Jibexnd mish won edT 
abotueq tot .002,ySé to gnvoms mumixem 6 oF , treo 1t9q, c- 
djgnel etd? tot sbsm ors ensol wet) e1sey eE od qu To 
‘to tae req @Y ot qu bentetdo od vem ensod (an19d to 
eid rsbau ,egntbitud bas bosl axomist oAd to sulsv odd 
mstgorqd s tebaU .msrg01g boau yinommoo geom bas wivast 
to isvorggs tofiq asitups 1 doftadw wibsto beativiequae to 
eansol ,notines3is ytoatvisque dmeupsoadve bas asiq misit-s 
: bast to sulsv sd ee ale ey ot qu 1012 bentssido sd ysm 
‘ed yam dotdw to Lis .yatdovsem bas soodeovil .egntbitud 


-VSEivo9e8 es anoxst 


Nethercut &é Young 


Terente, Ontarie Ne 
1 Veterans! Land Act - This Act is designed to assist 
2 veterans of the second world war and the special forces 
3 in acquiring and operating land holdings. The maximum 


t loan is $20,000 for land and chattels. A feature of thi 


5 Act which has been widely commended is that they are all 


6 Supervised loans, which gives reasonable assurance of: 

7 . (1) The best use and greatest safety of the 

8 “money loaned. 

9 (2) That the credit needs of competent operatoxs 
10 are amply met. 

11 (3) That a planned program is being followed 

12 which will be a success and result in progressive 
13 reduction of debt. 

14 (4) A farm program directed more in line with 

15 acts market requirements. 


16 These are brought about by the credit agency by: 


17 (1) Instilling in the minds of progressive 

18 Parte ma an appreciation of the role of credit 

19 in putting the farm unit in a position to operate 
20 atera profit. 

“21 (2) Helping to develop ideas and the farmer's 

22 own plan as to how this can best be done. 

23 - (3) ‘Helping the farmers with the details. 

24 Under the Veterans' Land Act 288 loans for full 
25 time farming were made in 1961-62, and cumulatively 


26 29,484 loans have been made. The cumulative total of 
27 funds loaned has been almost $190 million, nearly $50 
28 million being for purchase of land and permanent 

29 improvements. 


30 Loans are made for a maximum of seven years, an 
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1 of the $190 million loaned $58 million is now outstanding 

2|| Further statistical information may be found in Tables 

3] XXIII AND XXIV. 

4 Of particular interest since the Act went into 

5| effect in 1942 is how the rising capital requirements 

6 in farming have resulted in four successive increases 

7 in the maximum assistance available to veterans for 

8] farming under the Act: from an original $4800 to $600 

9] to $10,000 in 1954 and then to $20,000 in 1959. 

10 » The basic principle of operation for full-time 

11 farmers has been that farms established should be economi 
12 units. However, recent amendments to the Act have modified 
13 this principle to the extent that veterans whose farms haye 
14 become uneconomic, who cannot really for reasons of age 

15 or otherwise be expected to get onto a fully economic 

16 basis, but who nevertheless are making out in sound 

17 fashion and could usefully employ some more capital, 

18 ‘may be able to obtain further loans, 

19 Provincial Credit Legislation - Farmers in eight of the 
20 ten provinces - Newfoundland, Prince Edward Island, Nova 

21 Scotia, New Brunswick, Quebec, Manitoba, Saskatchewan 

22 and Alberta - may obtain credit from provincial farm 

23 credit agencies. Details of the Acts under which this 

24 credit may be obtained are presented in Appendix B. The 

25 rate of interest on these provincial loans, the maximum 

26| size of the loan, purposes for which a-loan may be obtained 
27 and other factors varies from province to province. As 

28 of December 31, 1960 long-term credit loans to farmers 

29| by eight provincial agencies are presented below. The 


30 Ontario program was suspended in 1959. 
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British Columbia $ 765, 618* 
Alberta 6,421,801 a/ 
Saskatchewan 1,999,837 
Manitoba | 4,140,000 
Ontario 20,216, 622 ubf 
Quebec L077 (00,000 
New Brunswick Ln dIhs eT 
Nova Scotia 4,562,761 
Prince Edward Island ~ e/, 
Newfoundland - of 
$ 147,204, 356a7 
a/ Includes $449,738 credit outstanding for years 


Ke eavanced for seed and feed several years back. 

b/ ' Estimated from previous figures. Loans ended 
with 1959 because Ontario suspended their Act. 

c/ Not available. 

a/ Some provinces reported loans outstanding as of 
March 31, 1961. The figure had to be estimated one 


December 31, 1960, in these cases. 


Farm Improvement Loans - In 1944 the federal government 


passed the Federal Farm Improvement Act. Loans under this 
Act are intended to provide intermediate and short-term 
credit to farmers for the improvement and development of 
their farms and to raise their levels of living. 

The Act provides for guarantees to the commercial 
banks Bo that they may be encouraged to expand their lend- 
ing for intermediate term credit needs. The guarantee given 


by the government is against loss up to ten per cent of 


*% Loans under the Land Clearing Act. 
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the aggregate principal amount of loans made by each 
individual bank. In operation losses have been relativelly 
low at only a fraction of one per cent of total loans 
granted. Tables XIX to XXII give some recent and 
historical data on this program, the major use of which 
oppees the purchase ry farm machinery. 

In LORD the Act was amended to increase the 
loan limits for any frau redal farm operator from 
$5,000 to $7,500. The Act provides for varying repay- 
ment periods up to'ten years depending on the size of 


the loan and its use, 


oe SIGNIFICANT CHARACTERISTICS OF FARMING 
POR CREDIT POLICY 


(a) Because the forces of economic change have 
been for some time forcing a decline in the farm labour 
force, and productivity in agriculture has been running 
ahead of the increase in effective demand, overall 
returns in agriculture have been low. The farmer does 
not make a lot of money on his investment - on the whole 
he makes a very low return. Yet this return is an over- 
all return to land, labour, capital and management, 
and the different parts are hard to sort out. It is 
quite certain however that rapid technological advance 
make adequate capital investment and efficient managemen 
key factors for successful farming. In other words, the 
return to investment of note capital remains high, aie 
the overall chronic downward pressure on returns continues. 
This continuing, sharp competition between farmers for a 


limited market that the resources of land and manpower 


available are more than able to supply is the dilemma 
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that agriculture faces. It is the general thesis of 
this submission that the public interest is served by 
increasing productivity in agriculture, and the task of 
farm credit policy is not to restrict that increase so 
much as to fairly and effectively provide adequate 
opportunities to farmers to invest and raise their 
productivity, while at the same time creating a healthy 
economy: into which farm people can move to non-farm 
employment where this is their choice or necessity. 

(b) Re-investment of earnings in the form of 
accumulation of livestock inventories and purchases of 
machinery, buildings and improvement out of current 
income are an important feature of the farm picture. 

(c) The family nature of the business makes th 
process of transfer and financing of land, buildings, 
“livestock and machinery at less than arms length complex, 
and influenced by a multitude of considerations and 
arrangements outside the normal market process of. buying 
and selling. 

(d) The historic vulnerability of the farmer 
to risks of crops and markets has resulted in widespread 
distrust of indebtedness - an attitude that in some 
periods may be sound and valuable, but ‘that in a period 
of rapid technological change and the use of new machine 
and equipment in place of labour can be disastrous for 
the individual farmer who finds himeslf slipping behind 
in the intense inter-farmer competition that is the 
outstanding and distressing feature of the agricultural 
economy. The reason this competition is distressing 


is because farming is a business that for the person 
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**Sneaged in it has important social and family values, 


as well as being his productive occupation, and yet the 
implacable forces of the economy have been to contract 
the labour force engaged in it by the economic attrition 
of farmer competing with farmer. The avoidance of such 

a situation almost always comes to be a goal of any 
organized labour or business group, in one way or another, 
and most have avoided it with some success. The farmer 
has had little success in this direction, although some 
amelioration has been possible. 

(e) The necessity for the farm to be completel 
refinanced in anergy generation - for the farmer, that is 
to not only meet the cost of his capital but to acquire 
ownership under conditions where returns are not really 
sufficient even to meet living expenses and the need 
for new capital - is a feature of the farm industry ofte 
commented upon. For many farmers, it is suggested, it 
becomes a hopeless and self-defeating effort to accumulate 
large amounts of equity in land and buildings, and 
especially in land, in the short periods of time that 
many try» to do so. While this process is of course a for 
of saving’for retirement, it 'can'result-in practice in 
preventing the farmer from acquiring the steadily 
increasing amounts of capital in buildings, machinery 
and livestock that is needed for technologically up-to- 
date farming. Very long term mortgages, and extension 
of the practice of leasing under laws and agreements tha 
provide security of tenure have been suggested as ways 
around this difficulty. Of course the farmer does need, 


in some form, to accumulate an estate for retirement, bu 
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1 the timing of such saving, and the degree to which and 


2 the way in which the attempt is made may actually 


3 frustrate success in farming by preventing necessary 

4 investment of new capital. 

5 (f) The effects on the working of the capital 
6 market for agriculture of what is often known as 

7 "vertical integration" might well be looked at. Here we 
8 have the extension of considerable credit in conjunction 
9 With contractual arrangements regarding the production 


10 and.marketing of the product itself. The credlLt is 


11 advanced to the producer in the form of supplies of feed, 


12 feeder stock, and often capital for a certain amount 
13 of investment. in buildings and machinery. The creditor 
14 may .be a supplier of feed.or,of. feeder.stock, or he 


15 may be the company purchasing the product from the 


16 farmer - or all three at once. The farmer enters into 
17 two, three.or four .party.contracts to produce,so much 

18 produce and market it under specified conditions. Often 
19 incidental supervision, and provision of expert 


20 specialist services by the companies party .to the 
eontract, are involved, 

Under .such contractual integration the farmer, 
as a purchaser of credit, is purchasing it as part of 
a package deal that fails to identify to him the cost 
of such credit. Our point here being not that the charges 
should be disclosed, but that in fact they are often. 
unidentifiable, as such. The lender is interested in 
extending credit to develop a market for feed or baby 
chicks, or a source of supply of produce for processing 


and marketing. There are risks associated with these 
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contracts for all parties to them, but ‘the farmer tends 
very strongly to become the major, often the only, risk- 
bearer. Overextension of the use’of credit is a way 

that is economically wasteful and very harmful to many 
farmers is quite possible and even likely. The pace and 
severity of inter-farm competition is stepped up sharply 
and at the same time, many feel, there are real losses 

to the farmer in terms of independence of decision- 
making and security of employment in the particular branc 
of farm business concerned. That there are also economic 
gains in contracts attendant on the rapid adoption of 
improved feeding and other production methods, systematic 
integration of production with market and processor 
needs, and quality control, is undeniable. 

All this opens up major questions of farm 
policy. In general, the view of the Canadian Federation 
of K@ebouRbive “8d that through co-operatives and marketing 
boards some control of marketing and production designed. 
to' give stability and security to the industry’ should be 
introduced,» From the Commission's point of view, the 
advantages of a reduction of the degree of risk and 
insecurity, and modification (but not elimination) of 
the severity of inter-farm competition, should be: less 
wasteful use of capital, and more careful and effective 
entry by the farmer into the capital market. 

(g) Although as: an individual a heavy user 
of capital, with a high level of investment, the farmer 
is a small borrower by corporate standards, and'not an 
investment specialist: ‘Many, facing the problemoiof 


transition to a highly mechanized and scientific type of 
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1 farming, have had little experience with making 
2 difficult investment and management decisions. Every 
3 farmer is faced as an individual with enormous problems 
4 of decision-making, heavy pressures to invest in order 


5 to compete, and very incomplete knowledge of the likely 
6 future possibilities of repayment. The knowledge of 

7 regular commercial sources of funds for agricultural 

8 needs can also be low. All this makes for high cost 

9 credit in the absnece of offsetting measures of public 


10 policy, of which, both in the form d& lending institutiong, 


11 and in the field of extension and management and 

12 assistance, are fortunately available. 

13 The case is therefore very strong for public 
14 and co-operative credit institutions to play a major 

15 role as lenders as far as the farmer is concerned, and/ 


16 or for public policy to facilitate useful flows of credi 
17 at reasonable rates through guarantees. This is what 

18 has happened in the development of Federal and provincia 
19 long-term farm credit agencies, and the Farm Improvement 


20 Loan policy. 


21 
22 ee THE GOALS OF FARM POLICY 
23 ' The farmer has become increasingly aware of 


24 the economic dilemma he faces - that of competing with 


25 himself in an industry with a rapid rate of technologica 


26 advance and with a declining labour force, under 
27 conditions of relatively low income. He becomes at the 
28 same time more acutely aware that most proposals for 


29 improving the efficiency of agriculture, and helping the 


30 farmer who is having a difficult time, have a strong 
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tendency to increase the severity of such sapenetacn 

competition. While for the most part farmers do get 

want to> see an’end to technological progress in agriculture, 

or the development of onerous and ribed regulation and 

control, they would like to see: | 

1. The process of adjustment made more orderly 
and stable. 
2. Reasonable compensation made through 

public policy for the often considerable 

- loss which the individual farmer has 
suffered, through no fault of his own, as 
a result of the processes of economic chang 
and adjustment. The speed of the adjustmen 
in some cases has been wauieed by public 
policy. The legitimate need ve the smalle 
farmer is for some reasonable security of 
Livelihood on the farm, or foreassistante 
in making necessary adjustments, recognized 
In the Federal field, such policies as 
price supports, prairie farm drought 
assistance, the services of the Farm Credit 

- Corporation, the new Agricultural Rehabilita- 
tion and Development Act, crop insurance, 
enabling marketing board legislation, and 
the Farm Improvement Loans Act are all 
directed in whole or in part toward achieving 


one or all of these objectives. 


hia NEW FARM CREDIT POLICY NEEDS 


What more, in fields relevant to the work of 
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this Commission, needs to be done? 

The Canadian Federation of Agriculture has the 
following suggestions: 

1. Emergency and Disaster Loans - (The 
following is reproduced verbatim from submissions made 
to government on previous occasions) 

"The Canadian Federation of Agriculture would 
like to propose, at this time, the passage of one new 
piece of farm legislation. It is one which we feel 
is of very considerable importance, yet properly admin- 
istered should involve only relatively minor costs to 
the national treasury. We refer to legislation to 
provide” interest-free farm credit to farmers who have 
suffered disastrous losses from natural causes such as 
flood, infestation in very severe form, frosts and 
hurricane winds. The request for such legislation has 
been part of the policy of the Canadian Federation of 
Agriculture since 1957, but the development of other 
basic farm legislation in price stabilization, farm 
credit, crop insurance and rural development has 
understandably taken the forefront of attention. We 
think the time has come for legislation of this kind to 
be passed. 

When disaster strikes a large area with extreme 
severity, a national emergency is often recognized to 
have occurred, and aid is. forthcoming from Federal, 
provincial and private sources. That such help is given 
is of eae good and necessary thing. However, farmers 
may suffer extremely serious economic setbacks as a 


result of natural causes which are of such a nature, or 
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so-restricted in the area. affected, that .such national 
emergency relief and rehabilitation programs are not 
established. Emergency or disaster loans which can be 
made available on the basis of individual need, and 
which will meet the problems caused by even quite 
localized disasters and emergencies are,. therefore, very 
definitely, needed. in.addition..to,.but.not.as..a.substitut 
for, major relief programs. 

This kind of policy, of course, must be designe 
to meet real and legitimate need and hardship, and must 
be protected against abuse,” 

In Appendix C some specific suggestions as to 
the kind..of legislation.needed are. set,.out.. .We-do 


strongly commend this matter to your consideration. 


2s wh Very special, credit.service related.to 
needs which emerge in programs of rural development - 


Thiseservice should be providedby..the.Farm,.Credit 
Corporation. Where you have the development of planned 
publicspolicy.for.rural.areas on,a-broad.base, there 
should be provision for extremely. flexible and if 
necessary generous. extension of credit, provided in the 
context. of the development plan and where required on 

a group as well as individual. basis. The co-operative 
liaison between the authorities involved that is 
requifé@ for such a program has already begun at 

Federal level by the appointment of the Director of .ARDA 
to the Board of the Farm Credit Corporation. Amendments 
to the Farm Credit Act are needed to broaden the 
potential scope of the Farm Credit Corporation's 


activities. In this connection the activities of the 
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U.S. Farmers! Home Administration, an extremely broad 
and flexible program of supervised farm credit, are 
worth examination, and some material in this connection 
is provided in Appendix D, 

3. Initial farm financing and financing 
development of the farm- One of the problems of farm 
financing which has already been noted but which deserve 
special attention from the point of view of its policy 
implications is this: every farmer going into the 
business has two needs. The first is for the initial 
financing to go into business, that is to acquire his 
initial investment of land, buildings and machinery. 

The second for new capital for development and improve- 
ment of his business as he goes along. 

If we were in a time of little or no technolotigal 
change, the first requirement might be nearly the only 
one for many farmers. Under modern conditions, however, 
success in the farming enterprise almost inevitably 
means a growing need for more capital over the years, in 
line with the opportunities and pressures of changing 
technology. No farm credit policy can be fully 
successful unless it recognizes and meets both these 
needs of the farmer for capital. 

The problem is that the farmer may be badly 
handicapped if in the effort to borrow, and then to 
pay off, the necessary initial borrowing he finds it 
difficult or impossible also to carry on an adequate 
program of new investments as the years go by. An 
aspect of this problem is that the retiring farmer, 


whether the father of the new farmer or not, requires an 
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income from his equity in the farm in his years of 
retirement, and there are difficulties too created by 
the fact that in cases of inheritance several family 
members, only one of whom will actually work the farm, 
have a legitimate equity in the family estate. 

There is a need for searching thought and enquiny 
into the kind of policies which will best meet this 
problem. In the paragraphs to follow we are putting 
forward a tentative proposal which we frankly cannot. 
say represents a firm policy request. It does represent 
one idea, however, about how this important problem 
might be met, and we put it forward as such for study 
and comment. Our suggestion is that a special program 
for the incorporation and issuance of securities on family 
farms be considered. Our thought is that it might work 
like this: 

- A man wishing to purchase a farm from his 
father or from anyone else could apply for incorporation 
of that farm under the terms of special legislation adapted 
to the purpose. The purpose of incorporation would be 
the issuance of long-term, interest-bearing securities 
which would, initially at least, be purchased by a 
special government agency.- The new farmer would then 
have no payments to make except interest on this initial 
investment. These securities would have a maturity cal- 
culated for approximately: the farmer's age of retirement, 
aepenaidk” n the nature of the assets. 

- In this program it might be feasible to 
make the agency self-contained and self-supporting, 


except for underwriting by the government, by having it 
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issue its own securities to cover the cost of the 
individual farm securities. The interest charges on 
these securities would then be related, in a long-term 
way to market prices. The agency might also sell 
annuities to the retiring farmer who is disposing of 

the, land, thus reducing the flow of capital out of 
agriculture and the need to attract new funds to it. 

- On maturity the securities could be re- 
issued in the same amount, or securities issued for the 
increased value of the farm. The point is that policies 
of the agency should be designed to ensure security 
and continuity of family farm tenure. 

- Incorporation and issuance of these securiti 
should not rule out other borrowing from the Farm Credit 
Corporation. The point in this arrangement is to make 
possible necessary capital expansion by the farmer who 
must keep his farm unit of an economic size. Limitation 
on total farm size for which such securities could be 
issued could be included in; the plan, since ;such limit- 
ations might very properly be a matter for public policy 
decision. 

“ 4, Rural housing loans - Many operators of 
farms would like to construct a new house for the farm 
family and if sufficient credit on reasonable terms were 
available they would do so. Under the Farm Improvement 
Loans Act farmers can obtain up to $7,500 for the 
erection of a farm home. This loan would have a maximum 
term of 10 years. At to-day's costs of construction, thi 
amount might be far from adequate and the time for 


repayment too short. Moreover if a farmer obtains this 
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maximum loan under the Farm Improvement Loans Act he 
could not obtain any further credit under this Act for 
other needed farm improvements and equipment. Also it 
would be necessary in order to obtain a loan for a farm 
house to accept a mortgage on the farm or part of the 
farm. 

The Federation believes that housing loans 
should be available for dwellings on farms, both for the 
farm family and farm workers, that can be obtained with- 
out tying up the land as security. As is the case in 
cities, it should be possible to provide such loans on 
the security’ of “tne nouse, on the’ principle that it is 
out of the net income of the farmer that this living 
expense* should be met. The’amount of housing permitted 
on a farm under such arrangements should correspond to 
the requirements of the farm for economic use of manpower 
on such farm, 

When the Canadian Federation of Agriculture 
made a nationwide survey on farm employment in the 
preparation of a brief for submission to the Senate 
Committee on Manpower and Employment many farmers stated 
that if a house could be constructed for a farm labourer 
and his family they WoRLa have a much better opportunity 
to obtain the needed hired help for the operation of thei 
farms. 

For the construction of an urban dwelling the 
size of a loan which may be provided by the Central 
Mortgage and Housing Corporation is much greater than 


$7,500 and the loan can be returned over a much longer 


period of time. 
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Under the Farmers! Home Administration of the 
United States Department of Agriculture rural housing 
loans are available to farm operators and to owners of 
non-farm tracts in rural areas and communitiesiuwith 
populations of not more than 2,500. Each loan is 
scheduled for repayment in accordance with the borrower's 
ability to repay over a period of 33 years. The interest 
rate is 4 per cent. These loans may be made to farmers 
for their own farm families and for omestic farm labour. 
A loan may also be made to a farm landlord to construct 
a house for the tenant operator of the farm. 

We recognize that the idea is eee that for 
the construction of houses in urban areas there are 
advantages over loans for homes in rural areas because 
if the urban borrower is unable to repay the loan there 
is somewhat better opportunity for the lending agency 
to sell the urban dwelling. However, the government 
agency (probably the Central Mortgage and Housing. 
Corporation) which would make the rural housing loan 
would provide the loan only to farmers who could 
demonstrate that they had the ability and experience and 
a sufficiently ee farm business to obtain a farm 
income which would be adequate to pay the operating and 
family living expenses, the housing loan and other 
indebtedness. The agency could also make sure that the 
borrower has a good credit rating and was not too deeply 
in debt to other credit supplying agencies. 

If a rural housing loan program were put into™ 
operation in Canada loans should be for terms of at least 
20 years. The age of the borrower would be considered ~ 
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when an application for such a loan was received. MThe 
agency would also ensure that the farmer's or labourer's 
house would be suitable in size, in type of construction 
and in its interior arrangement to meet the needs of 
those who would dwell therein, 

A rural housing loan could be secured by a 
mortgage on the house itself representing a substantial 
proportion of its appraised cost and the rate of interest 
should not exceed 5 per cent. 

If reasonable care were exercised by the govern- 
ment lending agency, losses on such rural housing loans 
should not exceed those on loans for the construction 
of urban dwellings. 

New farm homes built under such a program 
would raise the living standards of the farm families, 
and their domestic help, and the rural community in 
which they would be located. 


5. Speaking more generally, credit policy can 
effect the pattern of land settlement 


and can 


rofoundl 
be related to land tenure and production policy. - It 
is, in short, part and parcel of the whole farm policy 
picture - which in turn is an important factor in 
national economic policy. It is important that close 
watch be kept on emerging trends and needs in the farm 
credit and farm capital picture, and that these be 
related to the development of thinking-and policy for 
agriculture. This is the field of questions as yet 
unanswered, and we recommend more research and enquiry. 
Demands for research are becoming commonplace (but 


nonetheless largely valid) in this complex world. A 
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specific recommendation we have in this connection 
is that first class research and development staff be 
attached to the Farm Credit Corporation, the institution 
which has continuing and intimate contzct with and 
knowledge of farm credit problems - as well as access to 
very considerable data collected in the ordinary course 
of business. We consider this to be an urgent require- 


ment. 


os INTEREST RATES 

The interest rate andes the. Farm Improvement 
Loans Act is 5 per cent, and the same under the Farm 
Credit Corporation. In neither case would we wish to 
See this interest rate increased. 

In the case of the Farm Credit Corporation ther 
is no reason why the interest rate should-be more than 
5 per cent, “although ‘as the “program develops It is alway 
possible that special credit needs might develop which 
would justify special interest rates at a somewhat 
higher level. As a-“long-term rate of credit 5 per cent seer 
to us to be quite high enough. 

We would, in fact, say the same about the rate 
on Farm Improvement Loans. In this case we are aware 
that a strong pressure exists for either raising the 6 
per cent limit on commercial bank lending, or eliminatin 
the maximum altogether. Regarding this 6 per cent (and 
the 5 per cent on farm improvement loans) as charges on 
borrowers, we feel that these rates are quite high 
enough, and would not like to see them increased. 


Interest rate flexibility can, of course, be 
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regarded as a means of allocating and rationing loans 
between borrowers, and it is true that in periods of 
relative scarcity of credit the 6 per cent limitation 
throws upon the banks what is essentially a responsibility 
to do their own rationing. There are two points to be 
considered here... First, it may very well be that the 
development of an adequate capital rationing policy 

by the banks as essentially a measure of public policy 
would be a good thing. If this were done the pressure 
of the need for more opportunity to raise interest 
charges would be very much reduced, We understand that 
in a broad way there is a trend toward more government 
control, and direct rationing of credit, in the financia 
and banking system of European countries. In some 

cases the major -banks are in effect national banks. A 
recent monetary commission in Norway suggested the 
placing of government representatives on the boards 

of the major banks, 

The other point is that monetary and fiscal 
policy may very well err in being so handled that the 
level of interest rates is high enough to make this 
6 per cent maximum an issue. We in general feel, 
influenced by the experience of farmers as_ borrowers 
over the years, that public policy should keep interest 
rates down at levels which will make the 6 per cent a 
satisfactory and workable maximum. Other; and probably 
more satisfactory methods of monetary control and capita 
rationing than high interest rates should be relied 
upon. 


The Farm Credit Corporation and The Industrial Development 
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Bank - It has come to our attention that the Industria 
Development Bank, under recent new powers, is making 
loans for agricultural production purposes - notably, 
so far, poultry enterprises. The sums involved may be 
quite large. | | 

It is true that a weakness in Farm Credit 
Corporation policy has been, in our view, its unwilling- 
ness and/or inability to make loans to farmers wishing 
to set up in the specialized poultry or egg business. 
We would not want to see borrowing opportunities closed 
off for.this type of credit. Nevertheless, we. do, not 
think that in principle the Industrial Development Bank 
should be making loans for agricultural production 
purposes. Such loans should be available to the extent, 
and on the basis, that they are needed and desired from 
a farm, rather than a purely commercial, point of 
view. Such lending should be done by government, through. 
the Farm Credit Corporation, according to standards 
and criteria that seem desirable. If changes in the 
present Act are required to make this possible they 
should be made at once. The Industrial Development 
Bank. should. then. get out of .the,agricultural credit 


business. 


9 ARDA 
Special mention should be made of what is known 


as the ARDA program for agriculture. ARDA stands for th 


Agricultural Rehabilitation and Development Act. It 


is new legislation, passed in the spring of 1961, and 


just getting under way this year. The Federal governmen 
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has announced that it proposes to spend $50 million over 
the next three years on this program, and that this 

will involve roughly matching expenditures by provincial 
governments of $50 million. 

ARDA is based on the proposition that in 
agricultural areas, especially those which are ese 
prosperous economically, government should accept a 
responsibility for the encouragement and financing of 
projects which will promote better use of the nation's 
land and water resources, and at the same time increase 
employment and income opportunities for farm people both 
in and out of agriculture. It is basically designed 
to make possible healthy economic adjustment in the farm 
industry, and in rural communities, An important concept 
in the ARDA program is that of area and community plannin 
and planning, if possible, in which the whole community 
or region participates, 

Except in the field of research, some of which 
the Federal government may do on its own, everything . 
done under ARDA must be initiated by provincial 
governments, and either carried out by them with Federal 
PORTE assistance, or carried out jointly by province 
and the Federal Joe ol 

Projects under the Act now under three headings: 

(a) Alternative Land use projects - These 
may inélude such undertakings as community pasture 
development; establishment of pastures by individual 
farmers- on marginal land; projects to acquire land for 
provincial, municipal, county or other public forest 


purposes; tree planting projects of other kinds; assembl 
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of land for tree farming; maintenance, planning and 
establishment of farm woodlots and extension services 
for same; acquisition of land for recreational, wildlif 
or other such purposes, or the leasing of such land from 
farm owners for public use; other alternative land use 
undertakings. 

(b) Soil and water conservation projects - 
These may include drainage projects, dykes, ditching 
Systems, stream improvement, flood control, water supply 
projects as dams and dugouts, shelterbelts, stone 
removal, grassing and terracing, and other projects 
necessary to adequate soil and water conservation policies. 

(c) Rural development projects - This is the 
broadest anveieG mien perhaps the most important in 
the long run, but requiring interdepartmental co- 
Operation, planning and citizen participation to a much 
greater degree than in the other two. Projects under 
this section include (1) Projects for establishing 
Rural Development Areas, and the area committees, and 
research projects in land use, other resourceiuse, 
sociology, marketing and other economic Rope t teey 
employment and training needs; (ii) projects which are 
found to be required and desired as a result of area 
planning. 

This description is included in this submission 
because the whole concept. of ARDA is obviously closely tied 


up with:¢oncepts not only of resource use planning, but 


of the euploynen’ of social capital, and the correction 
of economic and social distress by positive programs for 


investment of that capital. No doubt similar concepts 
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applicable to urban areas, geographic regions and 

the nation as a whole will be raised with the “Commission 
The Canadian Federation of Agriculture strongly 

Supports the ARDA concept - not as a substitute for good 

farm policy in other directions, but as a supplement 

to it, and as a necessary means of attacking some of 

the problems of farmers not soluble otherwise. We think 

programs such as this can utilize private and social 

capital in ways that make a maximum contribution to both 

economic and social improvement. The need for a special 

flexible farm credit program related to the ARDA objecti 


has already been noted. 


203 MONETARY POLICY, BANKING,FINANCIAL AND 
-FISCAL POLICY 


The Canadian Federation of Agriculture does not 
intend to adopt the role of expert in this highly 
technical and difficult field, and will put forward 
its views on policy largely in terms of broad principle, 

Canada is a relatively small country in a big 
world. It is also a trading nation. It faced great 
challenges - the challenge of develogiae successful 
and productive industrial and agricultural economies tha 
can compete effectively in world markets; the challenge 
of international trade and monetary policies that will 
make such industry possible; the shalienae of public 
and private investment EPR TS: at home which are 
adapted to its economic needs. One senses, without 
perhaps fully understanding, that the best hope for the 
future must lie in increasingly effective, comprehensive 


and directed co-operation between industry, labour, 
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government and agriculture, and between Canada and other 
countries, if we are to continue to grow and prosper 

as we should, and at thetwone time equitably share the 
fruits of our progress. | 

If this is so, and we have little doubt that 
it is so, several needs seem to us to be clear: 

There must be effective national economic 
planning. in the sense in which we have seer using the 
word in this submission. This sense is that for the 
private enterprise system to operate effectively it 
must operate in a framework of government policy, and 
where appropriate in partnership with government, order 
to achieve the nation's edehowe goals. The government! 
role today cannot be merely passive and legal. Tt must 
be positive, directing and participating. 

The planning, of course, needs to be backed 
up by research and statistical services. 

The level of public knowledge, understanding, 
and debate on fundamental issues of policy needs to be 
as high as possible. In particular well informed and 
responsible legislators must retain effective, basic 
control and direction of national policy in the public 
interest. 

Representatives of economic interests like our 
own must have the opportunity to participate, through 
advisory bodies and in other ways, in the process of 
consideration of policy and implementation of it. 

Canada must function effectively in the world 
arena in matters of trade, monetary and other economic 


policy, and must ensure that its domestic and external 
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economic policies are mutually supporting and co-ordinate 
All this is, of course, very relevant to the 
cencerns of this Commission. Monetary policy, and the flow 
of capital into investment, are central factors in 
economic growth and development. It is also important to 
the farmer. A leading United States economist whose 
particular field has been agricultural policy said 
in a recent article that: 

"Agricultural leaders have been altogether 
shortsighted in concentrating so much of tier 
attention on the current level of farm prices 
and overlooking the serious adverse implication 
to their welfare of the high rate of unemploy- 
ment and the mistakes in monetary and fiscal 
decisions that lie back of this excessive 
unemployment". 

Another pastor contributing to the need for 
careful examination of the role of government in banking f 
and finance is the fact of concentration in Canada 
of financial institutions. For example, 3 Canadian 
banks hold 70 per cent of the assets in the banking 
business in Canada, and three trust companies do almost 
70 per cent of the trust company business. (See Appendix 
E). In addition there are close relationships between 
the leading banks and trust companies as is illustrated 
by interlocking directorates. There are interconnection 
too with major insurance companies. This kind of 
concentration means that these institutions must inevitably 
be regarded as instruments of public policy. We are 


not making accusations here or finding dark plots, but 
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merely stating facts about the position of these 
institutions in the scheme of things. The question is 
whether they will be instruments that are in fact 
responsive and responsible to the public interest. They 
can, we would hope, be made so by an improved level of 
public debate on issues of banking and investment policy 
in which they are involved; by whatever degree of public 
direction and influence is necessary (through the 

Bank of Canada, legislation or consultation); or even 

by a positive degree of participation by government 
representatives on the Board of these institutions. 

The need for adequate public information on, 
and authoritative analysis of the basic donditions and 
policy alternatives in our national economic life may 
be illustrated by recalling the broad range of public 
policy upon which a former Governor of the Bank of Canad 
undertook to comment and express his views, We think 
that within its field the Bank of Canada should play a 
positive role in informing the public of developments, 
trends, policies and policy alternatives. We think Mr, 
Coyne exceeded his proper role, but at the same time 
it must be admitted that Bank of Canada policy must 
properly be considered in the light of, and as part of, 
the total picture of economic policy in Canada, and no 
agency exists in Canada for the systematic and responsible 
analysis of, and reporting to the public on, Canada's 
economic position. Such an agency should exist. 
National Economic Planning 

We would suggest for the consideration of the 


Commission a three part recommendation directed at the 
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need for national economic planning and direction, a hig 
level of public information and debate, research, and 
involvement of economic interest groups. We would 
recommend that: 

(a) There should within the government be an 
economic planning body. The responsibility of this 
group would be the coordination and stimulation of 
government fiscal, monetary, investment and other economilc 
policy in the framework of national economic and Sonken 
policy and policy goals. This body of course must be 
adequately staffed and like the Treasury Board attached 
to the Cabinet and not to a particular minister. 

(b) There should be a national Economic 
Advisory Planning Council, established on a representative 
basis. Such a Council should be advisory to the nationa 
government, but it should be more than this. It should 
have a secretariat and substantial resources of funds, 
and it should have the responsibility of issuing public 
reports to the nation in which the condition and progres 
of the economy is reviewed, the factors needing to be 
taken into account in national economic policy examined, 
the results of past policy decisions objectively analyzed, 
and policy alternatives and issues which face the nation 
set out. Such a body would in no sense take over the 
responsibilities of government and parliament for policy. 
But % should create the basis of public information - 
and understanding necessary for government and parliamen 
to make the difficult and complex decisions facing them 
with a better hope of the problems they face and the 


reasons for their decisions, and the arguments against 
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1 them, being better understood and appreciated. 
2 (c) Greater resources should be made available 


3 for research into economic policy. In this connection 

4 the need for preserving the independence of the research: 
5 is important. For the information of the Commission 

6] one plan for an independent research agency, this one 

7 in the agricultural field and in process now of 

8 formation, is presented in Appendix F. 

9 National Accounts 

10 Out national accounts should be developed on a 
11 basis that clearly distinguishes between investment 

12 and current expenditure, and that will facilitate to the 
13 maximum possible extent public examination and under- 

14 standing of them. We are sure that considesable progress 
15 could be made in this direction. We think it is clear 

16 that unless there is effective separation of this kind 

17 in the accounts no adequate assessment may be made of 

18 government fiscal policy. A deficit on current account 
19 may be one thing. Borrowing for productive national 

20 investment may be quite another. 

21 External Economic Relations 

22 Agriculture as an industry in Canada is on an 

23 export basis. Also Canada is very much an export economy 
24 and it is a basic thesis of this submission that the 

25 farmer has a heavy stake in the maintenance of a high 

26 level of employment and growth in the economy as a whole. 
27 Economic depression or stagnation can only make more 

28 | acute the economic problems of the farmer. The success 
29 of Canada's economic palicy in the field of external 


30 relations, including trade policy, handling of the questipn 


f alae S : 
§ >f a 7 
P tame ie. OR) 
ia" ‘ Lt 


An) 6 


| eldstisvs ebsm ed biuodea aeomoesr redeem (0) 99 © 


I-doiusege1 edt to sonsbasqebat edt aniviseesq tot been sdAt 


doftoonnos atdd aI .yotlog otmonoos odat Aowsseet 107 


nokeaimmod ort to caotssmioini od toH Jtastirogmi al 
ono aeidd .yonegs dorseas1 tnebaeqeboal ns 101 asilq sno, 
to wom eae0o%g of bas bleti {sausdivolrgs edd at 
i 4 xtbhbneqgA at bedneestgq ai .aoktsmiot 
“4 adavoooA Isnotssuv 

8&8 do begolsveb sd bivorla atdmvooos Isnotisn tu 
tnsmtgevat meewtied sondatunniverb yinsslo gsdd atesd 


edy o3 ststiltosi Iliw gsdd boas ,etosibmeqxs gastro bas 


ey SS 


-~tebau bas nottdsatmsxe ofiduq tnstxe sldtaaoq mumixsm 
Bgaorgo1ig sldshsebianoo tedd sive sis sW .,medd To gntbaste 
yeofo af ti Antdd eW .nmofsoortb ging mt eshbsm sd biluoo 
batn alidd Io notisisqea evitoetis ef ered nieces tsaAt 
to sbsm od ysem Jnomagoeas sisupebs on atnvooos ont at 
davooos dastivo mo JLofIsh A .yvokloq {Lsoalt tInomairsvog 
(snoftsen svitouborqg 10% gntwosr1t0od .antdd eno sd yam 
~T9ntjons siftup ed vem toemteovat 
anottision ofmonootd [saretxa 

a8 90 af sbsms0 of ywteubat as as otdivotigé 
vepdeues tioqxs n& foum yrev af sbsasd oefA .atesd ti10gxe 
eit tedd moleetmdve efdt to ateedd ofasd s ef tf bas 
| | agid s To somsmetdcism sid mt eiste yvsed & asd tem 1st 
» slow s as ymonoos sit at Aédgwors bas tnemvolqme to Level 
|  e0m oxen yino aso notdsagsda to aoleesiqsb ofmonood 


eesooue siT .t9em182 oft to amsldorq ofmonoos end stuos | 


LIsnxetxe to bloti ent mt yotlog ofmorioos a'sbsasd to — fh 


~s 
- 


jivesup edit io gatiboed .YotLlog shsad gatbulont .aenotisior 


| z | ye } : 


Nethercut &é Young 
Trento, Ontario A. 60 


of the exchange rate, formation of common markets, and 
international agreement in agricultural marketing matterg, 
is a matter of prime concern to the farmer. 

Not all these matters are of direct concern 
to this Commission under its terms of reference of coursd. 
Questions concerning the flow of capital into and out of | 
the economy are within your terms of reference, and so i 
the question of policy with respect to the exchange valu 
of the Canadian dollx. Wedeneubeaces in the international 
field, where relations with other countries and trade 
with other countries are affected, a consistent basic 
attitude is greatly to be desired. This attitude should 
we believe, be that Canada's interest lies in a belief 
in international co-operation, international law and 
international agreement. The fundamental direction of 
our trade policy should be toward freer trade. The 
basis of our external agricultural policy should be to 
favour international consultation nideddreemett on 
prices, markets and surplus problems, since in all 
countries it is recoghized that the problems of agriculture 
do not lend themselves to the same type of solutions in 
trade policy as do problems of industrial trade policy. 

Decisions in the field of banking and finance, 
and monetary and fiscal policy, should be taken within 
the framework of this basic approach toward internationa 
co-operation instead of unilateral attempts to solve our 
own problems by oursedves. 

The question of the exchange value of the 
Canadian dollar raises an issue of considerable complexity 


of course. Still, it must be mentioned because of its 
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importance and interest to farmers, and to the economy 
as a whole. As net exporters of what they produce, and 
under heavy competitive pressure from imports in sane 
fields, farmers are naturally inclined to look with 
favour on a relatively low Canadian dollar value in 
relation to other currencies. Still it must of course 
be recognized that the exchange rate is a price - the 
resultant of basic economic factors, and cannot be set 
at just any level. The fundamental consideration is again, 
that we have a healthy and growing trade, and a expandin 
economy. 3 

Inflation & Recession - Appearing before the Senate 
Committee studying inflation the Canadian Federation 

of Agricultureseonciuded;:in-brief that: 

1. It favoured economic growth combined with 
stability in the value of the currency. 

2. If the choice had to be between more sustained 
growth plus a litte inflation, on the one 
hand, and a steady dollar with costly 
recurrent recession, on the other, then 
it favoured growth with some inflation. 

Traditional economic theory has always put 

the farmer on the side of cheap money and expansionist 
policy - because he is a holder of real assets rather 
than money, a debtor rather than a creditor, and the 
seller of products that, in the aggregate, have a 

very inelastic demand, 

The structural changes being forced on 

agriculture in the 50's,.accompanied by severe downward 


pressure on prices and rising costs, struck the farmer, 


' 
& 
| 


| Ymonoos ent o¢ bans .etomist o¢ taorsdnk bas eons: 


a 


~ 
Ey 


| bas .souborg yedd tsdw to erstiogxe ten eA ,elorw s es 


cab 


] } | 
4 emoag ai adtoqmi moxt exrueasiq oviditegqmoo yvsed rebnu 


ditw Noofl od bentiont yilsiwwisn e168 exomyst .ablott 
7. ti sulev islfob astbsasd wol ylisvidslss s no swovst 
eamwoo to gaum ti ILfzQ .astoneitvo renito oF notisie 


ik sit ~ soliq s at ods1 sansnoxe eat Jsdd bestngooer sd 


= tea sd tonnso bas ,atotost ofmonoos ofasd to Instivesr 
ics ef aottsiebilanoo Isinemsbau'’ oct .Level yas teut ts 
| 
bntbrisaxe 8 bos .sbs1s aniwors bois yodised s svsd’ ow gsdt | 
.Ymonoos 
stsisa sdt sitoted gatyseqaqh - noteaoosh 8 roLisl tal 
sotts1ebed asibsasod ent nottdsLint antybute sect tmmod 
:tsdd ‘tetyd ai ,bebulonoo siptivot 3A ‘to 
Ad bw benfdmoo Atworg ofmonoos botvwovst ol ond 
-yonsiivo eld to sutsv ort af wtitdsse 
bohiedave stom meewied ed od bed sotodo edd I©  .8 


eno edd no ,doftslint dtvti s aulq Aédwors 


2 Yiseoo dttw asifob ybsete s boas .basd 
‘ef — ment ,teadoe edit ao .mobeasoen tne ytyoe 
; Softslint smoe Atiw déwoxg betwovst dE 
me Juq ayswis asd yuoedt ofmonoos isnotdtosyT 
Mielke tacitiones brs yenom qsefo to obis ont no stomiset ond 
teddies: ateaas [set to 1reblom s si af sansood « yotilog 


eit bos ,tottbero 6 nsdd vertex toddeb & .Ystom asdd 
: ae 8 evsd .sisgergss oft ak. .dsdd atouborq to telise 


-Dismeb ottaslonk yrsv 


m0 Hbesorot anted asagnsdo [stutourte ofiT 
| Srewowob sisvee yd Doinsqmooos..2@'0e@ ort mt emtivotras 
eTomist edgy dou1rte .edeoo gitaty bas ssokyq mo e1eesiq 


d 


7 
a aa . = @ 


Nethercut & Young 
Terente, Ontario ive 62 


however, as adding up to a very strong argument against 
inflation. Where you have this chronic tendency to 
surplus, and institutional factors affecting prices 
(such as international agreements, price supports, 
price negotiation procedures ) it is true that there can 
be a severe lag between increases in the price level 
and upward adjustment- of these administered prices. 

Yet on the whole we think that the traditional view is 
correct - that on balance the farmers' interest lies 

in an expansionist economic policy, without excessive 
emphasis on keeping the dollar hard and interest rates 
up. We believe also that such a policy is in the- long 
run in the° interests of the-economy. 

It must after all be kept in mind that the most 
severe loss that an economy can suffer is unemployment 
of its human and natural resources. Waste of this kind 
cannot be made up. 

General Credit Policies - The Canadian Federation of 
Agriculture fully supports the passage of a l’inance 

Charge (Disclosure) Act along the lines being advanced 

by Senator Croll. Its main motivation here has been 
humanitarian - that is, opposed to excessively heavy 
credit costs to individuals, and to the mystery respecting 
those costs, that leads to unwise use of credit. 

However, a strong statement by Professor 
Hood in "Financing of Economic Activity in Canada" puts 
the argument in economic terms: 

"We contend that if consumers wish and 


are able to pay high costs of borrowed money 


in full knowledge of these costs, it is a prope 
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function of the capital market to supply them, 
We contend equally, however, chat Lf consumers 
are unaware of the cost of the funds they 
borrow, there is a presumption that to some 
extent (what extent bhimot be stated) funds 
and resources are misallocated., Suppliers 
of funds to consumers do not usually state the 
costs of the funds bikendte Indeed, consumers 
could not know these costs in most cases autare 
making elaborate calculations that are posent 
the abilities of persons not trained in the 
mathematics of finance. In many instances, other 
terms of the loan contract apart from the cost 
of funds, such as the monthly servicing charge, 
and the proportion of the amount borrowed to 
the’ price of the ‘real ascot being purchased, 
are given overriding consideration. In’ fact 
the possibilities of hiding increases in costs 
by extending amortization periods for example, 
make it easier for consumer finance: companies 
to maintain or increase the volume of their 
loans outstanding even when they have to pay 
more for the funds they borrow. The insensitivity 
of consumer-borrowers to costs of funds. may not 
only distort the allocation of funds by the 
capital market but may also frustrate the 
efforts of monetary authorities to restrain 
the increases in credit in times of inflation. 
This frustration has been experienced in 


Canada and was heightened by the ability of 
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instalment finance companies to develop or tap 

new sources of funds when traditional sources 

were curtailed (directly or indirectly) by the 
monetary authorities..... 

"The insensitivity of consumer-borrowers 
to the costs of funds may be impossible to 
overcome, but as we suggested in lac 
we should at least take steps to ensure that 
individuals are informed of the rates of interest 
they are required to pay and informed in such 
a way that they may easily,without using slide 
rules, compare the rate charged at one source 
with the rate charged at others. If the 
suppliers of the funds themselves continue to 
display an unwillingness to advertise their 
charges clearly and effectively, it may be 
necessary to exercise Parliament's, jurisdiction | 
over matters pertaining to rates of interest 
and pass legislation requiring uniform, clear 
announcement of the rates of interest charged 
on loans to consumers, in terms of some common 
formula." 

Our strong inclination is also to support a 
lowering of the legal-rate of interest on small loans 
and a raising of the definition of small loans to about 
$1000. Credit that costs. the borrower upwards of 24 per 
cent is not good credit. If the costs of advancing 
such credit run to levels like this, then the answer 
lies in public education, withholding credit from unsoun 


risks, increased reliance on credit unions, and other 
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such measures, 


Respectfully submitted 
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1 
2 
3 TABLE TI 
P Occupied Farms, Canada and Regicns, 1901-61 
a Yukon and 
5 Year Canada Atlmtic Central Prairie British Northwest 
region region region Columbia Territories 
64 ot = number _- 
LWbsscsssess—514;073 105,232 3h, 16h Soret 6,501 - 
a Bwtlissesstre One g3e9 10,359 361,809 199,203 16,958 - 
Be elaccsscces 711,090 97,768 335 wore 255,057 21,973 Fe 
9 WIS ecccccces 128,66) 86, 33h 328,131 288,079 26,079 1 
MGUltscessans..011,500. «!ian69,, 100 312,100 27,500 21,800 - 
10 EVolacccssese 021,091 63,709 284,256 248,716 26,06 4 
11 1955+eeeeeee 575,015 55,010 263,219 232,016 2h, 78 22 
MPolbacessscs 0005903 - - - “ - 
12 
13 a Number of farms for the Census years was takm from the Census of Agriculture. 
b Adjusted according to the definition of a farm in 1951 and 1956 cemsus. 
14 c The cefinition of a farm for the 1961 cmsus was modified from previous 


years. On the basis of the 1956 definition the number cf farms weuld have 
15 been 521, 63h. 


— em memes 


16 
TABLE III 
17 Average Size of Farm, Canada and Regions, 1901-56 
Atlm tic Central Prairie British Yukon -and 
18 || Year Canada regicn region region Columbia Northwest 


Territorie 


19 = acre sa= 


20 LOOM ee ove ciesie « 1h 102 10h 
eitcasessecce LOO 105 104 
21 
OOM sievis¥eiwawer” LOS 104, 119 
MU LI3Lacsesccces 22k 112 133 
Od cai deivees 255 130 130 
23 9h 5 
GE dtatee ate cee 1s 279 Les 132 
ua BPSGassavivess 302 125 136 
a a Adjusted acccrding to the definition of a farm in 1951 end 1956 census. 
26 
27 
28 
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TABLE IV 


- Value of Farm Capital, Canada, 1956-60 PIL). 


Land and 
Year Buildings Machine Livestock Total 
oF ae - million dellars - 
1G oust es owewives 3,49 53h Shi hy52h 
DOIG cs asics ak 0:80.08 By292 S2h 57h 4,390 
MOBY ccccccatwe tee 3,253 527 60) 4,38) 
T9383. ep cceccencee 3,003 Shu 587 4,21 
y WOO0 Sacco bees eee 3,107 Shi7 6hh 4,298 
TNO seca teres oe 2,963 568 682 h,213 
OL oeetate re eeereeeee 3,030 595 621 hy, 2h7 
Oe eeiaee eee Bele 3,238 660 783 4, 581 
LH ancencestgice 3, 45h 722 1,098 527k 
EMG weeeteeGehee 3,69 756 1,082 589 
EPMDascocvekcenes Aaa 827 1,02 5,580 
TUN s ¢ndac ace cess 3,897 905 1,075 CA iy: 
OMT sccswosanetles h,212 1,027 2 Leg 6,388 
BOND cae esared ss 4,665 1,195 1,25 (ree 
LOND occccccsceces 4,717 1,416 1,372 7,50h 
1950. ccccscccvece 5,023 1,681 1,168 8,172 
MOS li erevetarereceteiee sree 553 eS? 2 Olly 9,459 
TSR .cccccosdives 5,622 2,036 1, 792 9, USL 
LIBS opschoadeiiecc 6,03) 2 452 L, O37 9,73 
POG acces oehece 5,98h 2 elt 1,h2h 9, 5h9 
EID sesiocceccetes 6,236 Bic 2a) 1,463 Oe 
LODO crea esate euee 6, 1:56 Anes: 1 3 10,072 
EE AY CEP LES 5,528 2,198 1,517 10,23 
Liv svedsioneeness 6,869 2,178 1,879 10,926 
DT) a esas tiene case 7,176 2,189 1,989 11,354 
nile ORISA Fe AOAC 7,409 2,218 1,914 pS As 


Source: = Quarterly Bulletin of Agricultural Statistics, Dominion Bureau cf 
Statistics. 
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1 
2 
3 
4 
5 TABLE V 


6 Capital and Repair Expenditures on Canadian Farms, 1935-61 


Capital & repair 


7 Capital expenditures Repair expenc.itures expenditures 
Machinery Machinery 
Year Construc- and Total Construc« and Total Grand total 
8 ticn equipment tion equipment it? 
1 2 (1+2) h 5 (L+5) (3#6) 
9 a Ped 6 7 
- million dellars - 

10 |/1935 6.3 Zhe 30.1 9.6 ee: 31.8 71.5 
1936 Be L bh .2 51.3 10,3 cel 36.0 8763 
1937 9el 62.9 1B? LOBE BZ 2 8 114.8 

11 | 1938 8.5 S7 el 7569 1Gay aoat Rope 12053 
1939 Oe: 63.0 BEBE 10.8 35.u 6.2 RISES) 

12 | asn0 11.0 82.6 93.6 1.2 Whe apes 19d 
191 453 90.0 WO. 5} 1939 bh.7 64.6 169.9 

13 19h2 Nishi PALA) bh.7 25.5 6,3 72.8 157.5 
193 14.0 39.3 Seles 3.1 lise? 80.3 13346 
19Lh 2059 72.6 92.9 39.1 18.7 87.8 180.7 

14 19h5 25.46 69.8 115.h 37h by ay 89.5 20.9 
19,6 39.1 132.8 aes, Sioa! 50.0 96.1 258.0 

15 |] 1947 u5.k pes =P 258.6 39.6 70.9 110.5 369.1 
19448 56.9 202.60 IBN9 7.2 80.2 7 lt 159.3 
19h49 72.5 352.0 25.1 56.9 B3's0 1399 565.0 

* 1950 ata 36).6 455.8 ST alk 90.7 140.1 603.9 
1951 80.5 116.6 O71 58-5 92 .u 1b 5 69 653.0 

17 || 1952 87.h 45.9 5333 66.1 1L0b37 167.6 701LeL 
1954 Wil od. 252 9 360.0 68aa 105%9 L762 534.2 

18 . 
1955 86.1 307.1 393.6 65.6 11Pke2 176.8 570.4 
1956 98.1 353644 N5LA5 72.8 121.0 193.8 645.3 

19 || 1957 92.1 317.6 07.7 66.9 5 ae 18h).6 594.3 
1958 100.2 32.9 Yh3.1 72.9 1200 193.9 637.0 
LagnY 108.5 12.4 520.9 7009 acy 210.3 731.2 

20 || 1960 105.3 L767 523.0 1645 135.0 21.5 73lueS 

al/1961 106.9 390.9 97.8 THOME 133.6 Pabst TAGE HE 

21 one, trucks, sand sleicvas —. 

22 Seurcet. Unpublishec data, Investment Analysis Divisicn, Eeoncmics Branch, 

Dept. cf Trade and Commerce, Ottawa. 

23 a/ Preliminary estimate. 
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Trento, Ontaric ARG T? 
1 
2 
3 
4 TABLE VI 
Sales of Farm Implements and Hquipment, Canada, 1934-60 
5 Planting, Tillege, 
a ee eee ve a, ma 
: an weeding an actors Tise- A 
fear fertilizer ploughing Haying Harvesting and ellaneous types 
machinery tmachiner machinery machinery engines 
7] - thousand dollars - - 
36 1,316 55752 1,039 2,513 6,633 2,061 19, 3b 
811937 2,209 (en 1,29 3,88) 13,329 2,325 30,775 
938 1,855 T3205 1,43u % 5029 5,972 2,648 36,213 
911939 1,358 6,903 1,097 6,776 15,412 2,51h 31,060 
19,0 287) 10, Lil:7 1,497 9,896 21,301 2,336 475748 
10 91 2,129 12,003 1,836 7,587 23,188 5,283 52,106 
lowe 2,570 10,1120 1,818 10,211 19, 6h Byte 50,52 

11 ine 1,493 8,196 es 4,695 9,507 4,983 29,797 

9h 2,135 55533 1,625 9,548 22,187 13,108 5u,62h 

12 H9US 2,951 7203 2 shhh 13,168 AOS 17,50 64,293 

bOL6 3,616 10,185 27 35 pele 2,983 23,90 81,698 

13 19:7 PS ee 14,516 5,688 Zor ab ip) )2 223 31,706 22.305 

19418 7,023 21,298 9,351 36,047 63,065 33, 882 170,666 
A949 8,138 SHORE 10,569 39 ,088 102 ,026 2f,008 217,090 
14 j9°50 8,806 38, 1:30 10,610 hy, 23 98,001 28,097 218,187 
15 1951 9,516 27,962 1,8hh 58, Sul 92 , 662 31,995 235,620 
1952 9,151 28,373 Lz 230 7h,336 Go 5.992 31,196 250,277 
ie 8,130 a Ey 19, 787 69,580 85,261 27,725 236,050 
16 195) 5,707 17,6h5 (30 29,195 55,168 24,058 146, 703 
1955 5,30 15,22 19,820 27, 56l 58,760 26,398 153,12h 
17 is 6,09) 15,089 et seus Bis 152 63,262 24, 32h 170,767 
1957 6,703 oy foT 23,566 23,984 56,651 22,201 19,902 
18 1.958 7, LO 19,L46 26,257 29,051 eehgal 26, ess ee LIS ,OLU 
: 1959 7,89, 235.L09 305055: bl, 122 78,938 20 553 212,231 
19 - ToT 2,285 30, 5h 46,485 80,093 28,165 217,455 
4 

20 Source: Farm Industry and Equipment Sales, Dominicn Bureau of Statistics. 

21 a Miscellaneous includes machines fcr preperins crcps for market or use} 
spraying end dusting orchard or garden; farm wegens, trucks, and sleichs; 
water systems, pumps and septic tanks; dairy machinery and equipment; barn, 

22 poultry anda other farm equipment. 
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Terente, Ontarie As 71 
1 
2 
3 
a 
TABLE VII 
5 A | 
Fertilizer Sold and Limestone Produced for Agricultural Purpeses, Canada, 1935-51 
6|| Year_ended_ June 30 Total fertilizer sold® Lime produced Limestome produced 
3 - tons - 
1 
7 1935 212,879 5, 1130 81,56l, 
1936 233,8h0 6,551 93,071 
8 1937 298,276 6,697 111,128 
1938 323,376 6,495 128,289 
1939 334, 003 857 192/033 
9 19,0 346,721 8,90) 174,114 
10 1941 324,201 15,1b4 216,657 
19h2 419,547 9 252) 285, 92h 
1943 498,861 13,299 271, 036 
11 194 535,108 15,190 316,545 
1945 575, LOT 1h, 420 419,579 
12 1946 ; 632,943 4,29 480,639 
19:7 660,721 6,66 450 553 
1948 O(2 5202 12,29 595, u21 
13 199 TLL, 726 15,274 649,220 
1950 764,581 1h, 088 568,280 
14 1951 770,507 Li, 709 567,300 
1952 768,55 13,587 46h, 122 
1953 619,803 22,310 510,57 
15 195h 811,641 10,923 362,110 
1955 790,774 5,20 42h,028 
16 1956 800 ,680 6,251 476,506 
1957 808,251 3510 608 ,912 
1958 870,539 35.538 691,067 
17 1959 908 ,2L4 8,515 703,167 
1960 935,28 n/a n/a 
1961 1,077,l12 n/a n/a 
18 
19 a Excluding fertilizer used for mmufacturing and exports of fertilizer. 
20 Source: Fertilizer Trade, Annual Reports, Deminicn Bureau of Statistics. 
n/a: Net available. 
21 
22 
23 
24 
25 
26 
| 
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Terente, Ontaric se 
1 
2 
3 
TABLi VIII 
4 
Sales of Pesticides, Canada, 197-61 =, 
5 fear ended Crop and seed Livestock 
beptember 30 Herbicides treatment treatment Total 
6| ___= thousand dollars - 
1947 1, 0h6 3,936 hg 5 432 
19,8 35570 4,096 423 8,088 
2 19,9 4,676 4, 9446 535 10,158 
1950 Sy ro 4,652 62h 11,08 
1951 5,926 4,501 1,182 12,610 
8 1952 6,27 5,204 1,257 12,708 
1953 59700 6,292 1,587 13,579 
9 1954 4,721 tga 2,760 14,876 
1955 5,730 7,834 4,798 18 362 
1956 55 oty 7,180 7,001 20,155 
10 1957 6,450 7,067 317 14,83k 
1958 5,666 (CES 1,703 15,345 
1959 7,508 9,630 1,748 18,986 
11 1960 8,396 9,872 1,889 20,157 
1961 10,925 12,329 2,120 25,67 
12 a Excludes household and industrial insecticides and redmticides, 
13 b. Beginning with 1957, 12 ronths endins September 30; previous periods of reporting 
were On a calendar year basis. 
14 ce Excludes medicated feeds since the registraticn ef this preduct was 
discontinued in 1957. 
15 Source: Sales cf Pest Control Preducts by Canadian Registrants, Dominicn Bureau 
of Statistics. 
ie) 85 UL) UCUCCté‘«‘“ ee - ee 
4 TABLE IX 
1 a 
Farm Service Furnished by C,ntral Electric Steti ns, Canada, 194-60 
18 Total kilowatt Average kilowatt 
Year Customers hours ee heurs per customer 
19 No. OCU ae No. 
; 19hh 116,609 1Lh6, 930 1,260 
195 130,078 176,812 1,359 
20 19,6 18 ,272 230,998 1,558 
19:7 159,518 285,753 1,686 
m1 198 213,205 36,723 Lf a4 
199 250,856 139,570 Ae hee 
1950 30D fat 586, 79 Vo 52 
22 1951 336, 35 701,131 2,085 
1952 359,870 623,325 2,268 
3 1953 384, 31:7 930,608 2,20 
1954 411,134 1,098,574 2,672 
1955 Whi, 694 1,238,061 2 ,603 
24 1956 465,697 2, 4285125 3,060 
1957 456,26 Bae Lea 3,415 
1958 468, 334 1,726,016 3,585 
25 1959 482,907 1,973,018 4,068 
1960 43,633 2,105,767 L345 
26 || ——_——— 
a Newfoundland included only since 1956. 
27 Source: (i) Canada Year Berks 
(ii) Central Electric Staticns, Anaual tteperts, Deminion sureau cf 
28 Statistics. 
29 
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TABLE XI 


Estimates of the Canadian Civilian Labor Force, All Industries ond 
Agriculture, by Sex, 1931-50 
\ Agriculture 


Total all industries | Aericulture ; as per cent 
oreaaag pape ag oes pean 5 Ho eli ee ee 
Year Male Fomale Total | Male Female Total |. industries 
~ thousands of persons with jobs =“per cent = 

1931 2-931 739 3,670 1,087 129 cee hE ical 
1932 2570 723 3,470 1,100 137 1,237 35.26 
1933 a,72L 728 3, Lu9 lit Lh Reet 36.) 
1934 2 932 775 rs a Vie 1 Tsert 3heb 
1935 2,982 795 Ee ps 1,139 shai 1,298 3h 
1936 3,073 622 3,895 15155 156 1,319 33.9 
1937 3,250 861 L,115 1,166 173 1,339 32.5 
1938 3,209 857 4,066 L272 180 1,359 3 ly 
1939 3,27 873 120 1,192 187 1,379 3825 
190 eats 911 u, 18h 1,165 178 1,304 32.1 
1941 sey) 958 W271 1,066 158 1,22) 28.6 
192 3,364 1,070 4,43 9443 196 pe) 2567 
19443 3,196 Fi 4,49 947 nig pb 1,118 2.9 
19h 3,098 patel hyh85 94,8 186 1,136 25} 
19L5 3,053 1,39h Ma, Lai? 93 201 Llbb 2567 
1916 3,649 1,089 19,7730 1,071 200 Werk 26.8 
197 5 Oe ee 1,059 4,8 1,001 algal Lone 2.1 
1948 3,880 1,07h WyOSh 1,026 160 1,186 3,9 
199 3,892 1,099 W991 982 132 peep hen 201.3 
1950 3,9Uh yore ls La ewie 973 93 1,066 Asal 
1951 a,983 bo 5,155 392 99 991 19,2 
1952 4,059 1,180 5239 Ohh 86 927 er. 
1953 4,097 ne id rae 81,8 50 898 17.0 
954 h,07k 1,181 gs 658 as 893 17.0 
195s, uy Lub eet Sper 837 36 873 16.3 
1956 4255 1,320 51,585 737 39 776 per 
1957 4,325 6 bey FOG age ros, 705 3 Th 13.0 
1958 4,256 15439 5,695 660 52 712 2.5 
1959 resales 1,502 56 6hiy 8 692 LLG 
1960 4,362 1,593 Sy PDD 624 50 675 didewd 


Source: (1) Cmadiao Labour Force Estimates, 1931-1915. Reference Paper No. 
23 (Revised). 
Dominion Bureau of Statistics. 


re Labour Force, November 19lS-July 1958, Reference Paper Wo. 


8. 1958 Revisien. Dominion Bureau of Statistics. 


(41) 


T) 
2 


(411) Lobour ferce surveys of the Dominion Buresu of Statistics, 
This table wos extracted from Trends in the Asricultural Labour Force in 
Canada, a bulletin prepared in 1960 by the iecnemics and Research Branch cf the 
Department of Labour, Ottawa, 
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TABLE XII 


Value of Farm Output per Perso Bnployed in Agriculture, I,dex of Farm 
Production and Number cf Persens Supported by One Farm Worker, 1935-60 


Output per Index of Number of 
person farm persons 
Farm a/ employed in preductien ¢/ — supported by one 
Year output * agriculture b 1935-39 = 100% farm worker da 
- 000 dollars - - number - 
1935 702 18 Su 95 02 10.7 
1936 80h, 701 610 85.1 11.9 
1937 826,499 617 83.7 10.0 
1938 859, 07h 632 107.4 943 
1939 9h2 , 566 68h 128.7 9.6 
190 988 , 7:9 736 130.1 9.9 
1941 1,125,309 919 109.1 115 
192 1,658,635 1,56 16h,2 1252 
1943 1,760,197 pee fe 113.7 Lieb 
19hh 24190,656 1,928 1h0.4 16.2 
1945 2,163 ,20) 1,891 110.9 17.8 
196 1,976,023 1,555 125,6 12.2 
197 2 92724558 1,939 116.0 133 
198 2,723,198 25295 125.1 13.1 
199 2,809,961 2,522 122.3 14.8 
1950 25537, 651 2,381 137.8 lu. 
1951 3,406,728 3,0 15.7 2567 
1952 3,495,108 3,770 155.2 19.6 
1953 3,205,502 3,570 157.9 20.5 
1954 257975972 9.333 11947 18.9 
1955 2,890,196 3 SEL 150. 19.1 
1956 3,190,227 4,111 169.5 2362 
1957 3,040, 100 086 133.9 23.9 
1958 3,199,899 49h 145.3 27.0 
1959 3,203,017 4,629 Ly5e1 2742 
1960 3,168,791 4,695 156.2 2767 


eS 


* Quarterly Bulletin of Agricultural Statistics, Dominion Bureau cf Statistics. 


a Includes cash inceme, inccme in kind and inventory changes. 

b Derived by dividing total farm output by persens employed in agriculture, 
c Farm Finamce Section, Agriculture Divisicn, Dominion Bureau of Statistics. 
d Derived by dividing output per farm worker by crnsumptim per consumer. 
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TABLE XIII 


Total Experts of Canacian Produce md Agricultural Exports, Canada, 1930-60 


Agricultural exports 
Total exports of Agricultural as a percentage 


Year Canadian preduce a/ exports _b/ of total 
- million dollars - 


1930 864, 322 373 
ues a 588 206 35.0 
1932 490 222 45.3 
1933 529 225 2.5 
193k 649 252 38,8 
1935 725 272 3765 
1936 938 Mon A317 
1937 997 315 31.6 
1938 838 25h 30,3 
by bia 925 291 31.5 
19L0 1,179 32h aiee 
191 1,621 ),09 a6 62 
19h 2,36) has 18.0 
193 2,912 679 22.8 
194 3,40 990 28.8 
1945 3,218 1,063 33.0 
196 ae | wd 770 33.3 
197 25775 88 30.6 
19)48 3,075 910 29.6 
199 25993 959 31.9 
1950 3,116 818 26.2 
1951 3,9 1,020 26.1 
1952 4,301 1270 28,4 
1953 4,117 1,1L7 27.9 
1954 3,881 853 2240 
1955 4281 801 18.7 
1956 h,750 1,013 ehed 
1957 789 909 19.0 
1958 4,791 1,03) 21.6 
1959 5,022 970 19.3 
1960 5,26 909 Lied 
a/ Trade ov Canada, Deminion Bureau of Statistics. 
b/ Canada Trade in Agricultural Preducts with the United Kingdom, the United 


States and all eruntries, Ecenomics Divisicn, Caneda Department cf 
Agriculture, Jue 1951. 
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TABLE XIV 


Total Gross and Net Farm Inceme and Gress and Net Farm 
Inceme per Farm, Canada, 1935-61 


Terento, Ontario Aw TT 


Gross Net 
Total Total income income 
gross net per per . 
Year inccme a income a farm Farm _b/ 
- thousand dollars - 

1935-39 806,072 316,90 1,156 55 
190-h 1,454, 37): 784807 24170 1,172 
1945-9 2,243,373 1,209,263 3,186 1,880 
1950 2 Oo Ly li>T 1,219,757 4,059 1,940 
1951 3,119, 08), 1,936,990 5,87 3,108 
1952 3,500,239 1,919,439 5706 3,129 
1953 3,207,07h 1, 6444, 382 5,311 2,723 
195) 2 60M, Lik? 1,025,272 4,383 1,726 
1955 2,923, 62h 1,289, 96) 5,001 2,206 
1956 Seely soo 1,458,135 5,596 2,536 
1957 2, 76h, 707 1,058,268 4,890 1,872 
1958 3,118,877 1,353,062 5 666 2,43h 
1959 3,082,364 1,191,870 5, Oly 2,182 
1960 3,227, 32) 1,319,604 6,015 2,459 
1961 3,00, 5hi2 1,033,675 5,707 2,19 


a/ Quarterly Bulletin ef Agricultural Statistics, Dominion Bureau of 
Statistics. 


(Note: 


Gross farm income is cash returns from sale of farm products, 
plus inceme in kind, supplementary payments and inve/ tory 


changes. ) 


b/ Figures for No. of farms are census figures for census years and 
intercesual estimates for others. 
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1 
2 
a 
TABLE XV(a) 
4 Changes in Canadian Net Income from Farming between 199 ¢ 1961 
5 Canada Eastern Canada Western Canada 
(Onte, Quee, NB, (Mans, (Sask, Altae, 
6 Ubi eetetes B.C, ) 
Net Farm Income : 
7|| 19h9 “1,15,785,000 613, 58): 000 (3802 , 201, 000 
Net Farm Income 
8 1961 in current . . . 
dollars ")1,033,675,000 2565, 268,000 ‘268 , 07 000 
Q|| Percent change in 
1961 net fam income 
from 199 in 
10|| current dollars ~27 40 -78 w)!106 
Index of prices of 
11 || Commodities and 
services used by 
farmers including 
12|| living costs 1919 19167 19369 18995 
13 Index for 1961 25843 26025 256,0 
Percent increase in 
fam costs 3heb 3hte3 3bel 
14 
Net farm incane i 4 
15 1961 in 19)\9 dollars 767,151,000 420, 79 y 000 336,402, 000 
Percent change in 
16 1961 net fam incane 
fron 199 in 1919 
dollars -=1:5.8 =3lelh 56.8 
17 Number of farm 
operators 1919 663,000 358,000 305 ,000 
18 Number of farm i 
operators 1961 32,000 212,000 219 ,000 
19 
Decrease in farm 3h).8 0.8 2862 
operators or about 19,200 or about 12,000 or about 7,200 
20 a year a year a year 
Net farm income per 
21 || fam operator 19))9 325135 why 71h 02 5630 
Net farm income per 
22|| farm operator 1961 k : 
in current dollars Vee sD [2 5666 22139 
Percent change 
current dollars 
1949-1961 #12.1 +5555 -18.7 
Net farm income 
per farm operator 
196) in 199 dollars $1,729 $1,984, $1, 582 


Percent change 
199 dollars -19,0 +15. 


Lee} 
1 
Ww 
\O 

. 
co 


i A ae Pe 


shans0 grateol 


eeStlA yorlesG ,eralt) 
(0. 


000 , £08, S08 


000,701! Bdik',? 


Oa Lil 


ae Phil 
Odes 


Lace 


000 SOU dle: 


Badae 
000, 20€ 
000, CL$ 

$288 


COS,) tuods “to 
<BSY 5S 


OFS, Se? 
CE LES 


¥.oi- 


S02, 1% 


3.ef= 


’ shatred mtetesd 
eo Gell Arete) gudtO) 
ellayeaen s ic Jf 


000, $82, Ad. 


000,898,253, 


By Y= 


QWeE OL 
a@,088 


Cailé 


000, Gf OSs. 


thele— 
000, Bue 
000,$.£5 
8,0, 


000,80 tvods to 
THON 6 


ACY, £0 


(a) VX HAT 
Leet 3 URL nosed grime Tt moxt omorl te anthesis) nt cognadd 


sbsnacd 


000427 2h, Li 


000,270, ££0 £0 


Oy Ses 


Volt 
Eedas 


Cail. 


000,.fer, Tore 


000;.SE 15 


Bal 
OOS, ef tuods ro 
{soy S 


EL, SC 
ERE, Si. 


L,Si* 


Qf Le 


0, °f- 


amonl mst tot 
tnoturo mt (oer 
ete I fob 


mf agree troored 
amoonk ane t tor oer 
nt RARE mort 
msilob tress 


te asoliq to xobrif 
bis eeltibomynd 
yd bosu 2seoivioe 
gaibulonk evens t 
Qlel ateoo grtivit 


Ldel xot xobrtt 


ni sesotont tneored 
edsoo pmsl 


enport mmrst soll 
ersifoh ler nit: Ldet 


rk anmsdo trooted 
erpont mst ton LOel 
Qler mi ater nort 

_ etelflob 


must to todmulf 
Qel sotsrogo 


mst to todnwl 
Ldel eto¢tsteqo 


mst mb sesetood 
erotorago 


teq omoont mme2t tan 
QNeL xotsteqo mrs 


toq smooni met toh 
LOVE sodsteqo mat 
ersifoh tnerwo at 


sanedo topoteT 
eislfob tnoriuwo 
fder-qler 


smoonl mist tel 
“otstsgo mit teq 
etelfob O/OF mt Laer 


enacio tracted 
ertfob oer 


)0t 


St 


| 
| 
| 
| 
| 


Nethercut &é Young 


Terente, Ontario 


TADLE XV(0) 


Changes in Canadian Realized:Net Income from Farming between 199 & 1961 


Canada 
Realized net farm 
income 1919 1,513,860, 000 
Realized net farm 
incone 1961 in 
current dollars 81, 30,922,000 
Percent change in 
1961 from 19))9 in 
current dollars wlle) 


Index of prices of 

canmodities and 

services used by 

farmers including liv= 

ing costs 1919 19197 


Index for 1961 258,43 


Percent increase in 
farm costs SIPS) 


Net realized farm 
incone 1961 in 19h9 


dollars 9995 91774000 
Percent change 1961 
in 199 dollars =3)e3 


Number of farm operators 
199 663,000 


Number of farm operators 
1961 32,000 


Net realized farm incone 
per operator 19h9 2,283 


Net realized fam incone 
per operator in current 
dollars 1961 Syed 


Percent change current 
dollars 1919 ~1961 +3720 


Net realized farm incone 
per operator 1961 in 19h9 
dollars 2,30) 


Percent change 
in 19))9 dollars +029 


Revised ‘lay 255 1962. 


Eastern Canada ~ 
( Onte ,QueseyNeBe, 


NS. PeL.Ie) 


9618 , 795 5000 
540,457 5000 


712.6 


19399 
26095 


Bred 


‘1,02 , 283,000 
3520 

358,000 

212,000 : 


1,728 


2,5h9 


#11705 


1,698 


+11,0 


Western Canada 
(Mans, Saske, 


Altas, B.C.) 


89 5,065,000 
$800 5465 5000 


10.6 


18995 
25620 


351 


3592 891,000 
-338 

305 4000 

219,000 


2,934 


3,655 


+2h06 


* Realized net income is the net income eliminating effects of changes in 


farm inventory. 
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TABLE XVI 


Gress Domestic Preduct at Factor Cost, 1926660 


Agriculture's 


share as a 
Agriculture 's percentage of 
Year Canada contributicn to tal 
- million dollars - - per cent - 

1926-29 53953 850 15.69 
1930-3) 3,966 389 9.8 
1935-39 h,53u 488 10.8 
19,0 6,07) 693 Teh 
1941 7,42 660 Ja2 
192 9,3hh 1,160 Wen 
19h3 10,01 961 9.6 
19uy 10,781 2,305 12.4 
195 10,80 1,160 10,7 
196 10,791 pce 12.3 
19h7 11,857 1,l22 12.0 
1948 13, 599 1,706 12.5 
199 U,.85 1,600 10.7 
1950 16,458 1,76 10.4 
1951 19,126 2 382 12.5 
1952 21,3hh 2,421 Lely 
1953 22 206 2,048 962 
1954 22,213 1,482 asi 
1955 2,326 1,767 703 
1956 27.189 USS! 73 
1957 28,455 ree y 5.5 
1958 29,318 Mle? 569 
1959 31,293 1,67 Sie 
1960 32,16 1,753 5.5 


Source: Waticnal Accounts, Inceme and Expenditure, Deminicn Bureau of 
Statistics. 
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TABLE XIX 


Farm Improvement Loans 


6 LOANS MADE AND CLAIMS PAID 1915-1961 


5 Loans Made Average Claims 
Year No» Amount Loan Noe Amount 
8} 1915" PST 205 Psy 5712 502 784 
196 13,030 9,880,565.7h 758 
9 197 22,06 18,160, 821,47 824 
1948 30,431 29 ,331,130.70 96h, 
199 b4,775 45,879,080,35 1,025 15} 10,26).18 
10|| 1230 58,969 63,121, 363.06 1,075 23 9:66.28 
1951 75,063 85 , 326,227.02 L137 18 6,499.8), 
1952 83,315 98259149675 1,130 25 11,662.50 
195 58,572 62,073 806.46 1,060 108 59,043.37 
1955 60,755 69,105,520.76 Hupileyty eeg 135,250.75 
12|| 1956 60,180 70,819,312 .O1 re iy fee 237 152,27 3h 
1957 57,988 69 427,873.94 1,199 257 180, 822.36 
1958 70,278 90,539, 743.98 1,288 277 217,638.28 
13|| 1959 71,1h3 98,4127 519416 1,38h 261 189,415.45 
1960 68, O41 101,855, 746.37 1,497 209 167,106.05 
1961 70,615 108,147,164.18 1558 232 163,601.93 
14 
ic TOTAL 933,474  $1,121,929,527.02 1,202 1,984) $1,356,196.18 
%* 10 months only. 
16 
17 TABLE XX 
18 Farm Improvement Loans 
REPAYMENT OF LOANS BY LENDING PRIODS 
19 Per cent 
repaid of 
20 amount 
Amount borrowed Amount repaid borrowed 
PERIOD 1 
21|| March I, 1945 to February 28, 198 33,605,576.h0 33605, 127.430 99.99 
PERIOD 2 
22|| March I, 1948 to February 26, 1951 WZ dle, iueuh Shlegl2, 993.52 99.95 
PERIOD 3 
23 ren 1, 1951 to Merch 31, 1953 190, 49,006.46  190,1h2,111.53 99.83 
PERIOD : 
24|| April 1, 1953 to March 31, 1956 222,723,133267  221,387,295.08 99.40 
PERIOD 
25 ey » 1956 to March 31, 1959 239,064,072 .2h 225,161,686. 48 7.18 
6 TOTALS $ 620,214,000.10 $012,609, 213691 
27 
28 
29 


30 
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ABLE XXE 


Farm Improvement Leans 
SUMMARY OF LOANS CLASSIFIED BY PURPOSES 


1960 


— 


No. 


Purchase of Agricultural 52,811 
IDLEMEGM CA senensieaeginece ste 


Construction, Repair or Alter- 
aticen of or Making Adcitions 
to any Building or Structure 
On"G FaPtsesvecccosceeccans Dsl IO 


Purchase of LIVES OKs oases. s 7,7bb 


Works for the Improvement or 
Development of a Farm Desig= 
nated in the Regulationsee,. 1,558 


Irrigation Systemesceecccecsee 152 


Purchase or Installation of Ag- 
ricultural Hquipment ef Farm 
Electrical System and the Al- 
teration and Impreveinent of 
a Farm Electrical System.... Ok 


Erection or Construction of 
Fencing or Works for Drain- 
OF0 O'S ParlMisesassacuecicss IG 


Amount 


$ 79, 942,352.21 


10,06, 29.75 


962,918.96 


1,312, 991.12 


277,889.37 


470,995.82 


162,169.1h 


A. 86 


Total 1945-1961 


NOa 


Amount 


779,482 $ 943,550,919.32 


59,31 
62,4116 


2,20 


829 


55539 


1,627 


90,606, 72.95 
64,05, 750.16 


16,753,232 01) 


1,71, 781.85 


h,192, 743,83 


1,299,357677 


TOTAL 68 OL 


$101,855,746.37 933,474 $1,121,929,527.02 


-“-—8-— @& ese eo 


TABLE XXII 


Farm Improvement Loms 
SUMMARY OF LOANS CLASSIFIED BY PROVINCES 


1960 Total 195-1961 
No. Amount No. Amowt 

Saskatchewaneseeseserses 19,212 $ 28,222,358,88 262,945 $$ 315,237,507.49 
Albertasscccoccsscoecseee 16,717 24,637, 398.18 250, 705 295,172,191.2h 
CntariO eesescosesceseess 11,881 18,737,174.00 147,05 186,887,328 .8h 
Quebecescessccccsseesces 8,150 13,019,863 .27 101,653 130,679, 421.28 
Manitobaescccoceccesssess 519 11,010,951.75 110, 030 125 672,955.29 
British Columbiassesseses 1,758 2,865 ,655.93 26,8h2 33,167, 346.08 
Prince Edward Island..e.. 1,127 1,407, 752.53 14,269 14, 093,851.9 
Nova Scotidecccscsscstece 6L4 858,136.59 10,345 10, 599,893.68 
New Brunswickesseeersosee 65h 1,022,908 .24 8,791 10, 351, 364.67 
Newfoundlandessseeeesouss L9 73,567.00 489 667,556.33 

TOTAL 68,01 $101,855, 746.37 933,474  $1,121,929,527.02 
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TABLE XXIII 


Veteran's Land Act 


SPECIFIED STATISTICAL DATA - FULL TIME FARMING 
REPAY ABIE DEBT 


Fiscal Year 


1961-62 
l. No. of applicants qualified 30h 
2. Noe of qualification certificates cancelled ils 
3. No. of arplleaticis for financial assistance 312 
he No. of applications for finanancial assistance 
declined or withdraw 27 
5. Noe. of loans approved 288 
6. Amount disbursed 
(a) Land & existing Permanent Improvements 
Permanent Improvements to be effected $9,596,250 
(b) Livestock and farm equipment 2,168,361 
(c) Payment of debts 462,638 
7. Total acreage purchased 383 ,806 
8. Appraised value cf farms $8,969,539 
9. Average value per acre including existin~ P.I. $ 23.37 
10. No. of veterans cn crop share agreement - 
11, Total number of agreements fer sale 
and mortgages = 
12. Total cutstanding en agreements for 
sale and mortgages - 
13. No. of: quit claim deeds 11 
ly. No, of accts. rescinded, Provincial 
Advisory Board 3 
15. Losses on resale «f reverted properties $ 33,296 
16. No. of veterans acquired title 
(a) Before grant earned 107 
(bo) After grant earned 87 


A. 87 


Cumulated 
March 31, 1962 


47 5630 
15,783 
38,989 


8,827 


148,352,335 
40,111,377 
1,224,660 
6,627,359 
10,961, 75 
21.27 

8L5 


16,978 


58,180, 309 
1,415 


131 


917,300 


2,56ly 
6,699 
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TABLE XXIV 


Veteran's Land Act 


SPHCIFIED STATISTICAL DATA 
NON-REPAYABIE APPROVALS) 


Fiscal Year Cumulated 
1961-62 March 31, 1962 


No, of applicants qualified 


No. of qualification certificates emcelled 8 209 
No. of applicaticns for finaneial assistance 38 6,1hh 


No. of applications for financial assistance 
declined or withdrawn 1 612 


Amount disbursed 


(a) Improvements $ 79,493 5,669, 03 

(b) Stoek & equipment — $ 26,992 6,153,055 
No, of grants approved 38 5,406 
Noe terminated before grant earned 28 801 
Total loss upon termination $ 2/195 377,92h 
No. of grants earned 181 3,750 
No. still under VLA, grant not earned = 855 
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APPENDIX A 
Revised July 1, 1961 
CANADIAN FEDERATION OF AGRICULTURE 
LIST OF AFFILIATED ASSOCIATES 


OF C.F.A, MEMBER BODIES 


PRINCE EDWARD ISLAND FEDERATION OF AGRICULTURE 

3 County Federationscof Agriculture; Dairyman's 
Association; Swine Ee eee oe Sheep 
Breeders' Association; Potato Growers' Association; 
Central Farmers' Institutes; Women's Institutes; 
Credit Union League Co-ops; Fox Breeders' Association; 
Approved Flock Association; Milk and Cream Producers'! 
Association; Co-op Union Junior Farmers'; Prod. 
Co-op; Farm Forum; Artificial Breeders Association; 
Central Farmers' Co-operative; Summerside Co-operative 
Assoc 4:5 eee Mutual Fire Insurance Co.; Co-op Union 


OF «Ba ob. 


NOVA SCOTIA FEDERATION OF AGRICULTURE 

18 County Federations of Agriculture; N.S. 
Co-op Abattoir; N.S. Milk and Cream Producers Assoc, 
(14 local associations); N.S. Artificial.Breeders Co-op 
Sheep Breeders; Hog Marketing Bd; Wool Marketing Bd; 


Livestock Council; Nova Scotia Farm Forums. 


NEW BRUNSWICK FEDERATION OF AGRICULTURE 
10 District Federations of Agriculture; N.B. 
Fruit Growers' Assoc; N.B. Hos Marketing Board; 


N.B. Cheese Board; N.S. Cream Producers; N.B. Milk 
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Terento, Ontario 
Producers; N.B. Poultry Producers; N.B. Livestock 


Council. 


MARITIME FEDERATION OF AGRICULTURE 
Prince Edward Island Federation of Agriculture; 
Nova Scotia Federation of Agriculture; New Brunswick 


Federation of Agriculture; Maritime Co-operative 


Services Limited. 


L'UNION CATHOLIQUE des CULTIVATEURS 

688 locals; .21,District Federations; La 
Federation des »Syncicats des Producteurs de Lait de 
Quebec; La Federation des Syndicats, Maraichers de Quebec 


(Cannery Crop Growers). 


CO-OPERATIVE FEDEREE de QUEBEC 
A federation of the Co-operative Association 
in the Province of Quebec, with a directorate drawn 


from 18 districts. 


QUEBEC FARMERS' ASSOCIATION 
The Association of English-speaking farmers in 
the Province of Quebec. Directorate drawn from 5 zones 


in the Province. 


ONTARIO FEDERATION OF AGRICULTURE 

46 County Federations of Agriculture; 
The following Farm Commodity Marketing Boards and 
Associations - Bean Growers Marketing Board; Beef Cattl 


Producers; Bee Keepers' Association; Berry Growers! 
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Marketing Board; Ontario Broiler Growers' Association; 
Cheese Producers! Marketing Board; Commercial Corn 
Growers! Association; Concentrated Milk Producers'! 
Association; Cream Producers! Marketing Board; Flue- 
cured Tobacco Marketing Board; Fruit and Vegetable 
Growers' Association; Grape Growers! Marketing Board; 
Hog Producers! Association; Potato Growers' Association; 
Poultry Producers’ Association; Seed Corn Marketing 
Board; Soyabean Growers! Marketing Board; Sugar Beet 
Growers! Marketing Board; Tender Fruit Growers! Marketin 
Board; Turkey Association; Vegetable Growers! Marketing 
Board; Wheat Producers! Marketing Board; Whole Milk 
Producers' League; Ontario Poultry Council. Co-operativ 
Medical Services Federation of Ontario; First Co-operati 
Packers of Ontario Ltd.; United Co-operatives of Ontario; 
United Dairy and Poultry Co-operative; Federated 

Women's Institutes of Ontario; Junior Farmers! Assoc. of 
Ontario; L'Union Catholiques des.Fermieros de La 

Province de L'Ontario; L'Union des Cultivateurs Franco- 
Ontvariens ;*’ Ontario’ Association of Agricultural Sociletie 
Ontario Plowmen's Assoc; Ontario Soil and Crop 


Improvement Association. 


MANITOBA FEDERATION OF AGRICULTURE 

7 district Federations of Agriculture; Manitoba 
Pool Elevators, which includes 225 Local Associations; 
United Grain Growers, which includes over 75 Local 


Associations. 
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SASKATCHEWAN FEDERATION OF AGRICULTURE 


Saskatchewan Wheat Pool, membership of 85, OOO, 


1,260 elevators and a directorate drawn from 16 districts} 
Saskatchewan Farmers Union; Locals throughout the provinte, 
with a directorate drawn from 17 local districts; 
Co-operative Union of Saskatchewan; Saskatchewan 
Association of Rural Municipalities; Saskatchewan 
Co-operative Creameries Association Ltd., Saskatchewan 
Forage Crop Growers Association, Saskatchewan Poultry 


Association. 


ALBERTA FEDERATION OF AGRICULTURE 

Total of 35 member associations including: 
Alberta Farmers' Union with its locals throughout the 
province; Alberta Wheat Pool, with its local elevators 
throughout the province; Alberta Assoc. of Municipal 
Districts, and the following Commodity Marketing 
Associations, co-operatives, and Producers Associations; 
Alta. Hatchery Egg Producers'; Honey Prod. Co-op; 
Livestock Co-op Ltd.;. Poultry Fed, ;)Poultry,Marketers 
Ltd.;.Prov. Milk and Inspected.Cream, Prod. Assoc. ; 
Swine Breeders Assoc.; Sugar Beet Growers; Turkey Assoc.}; 
Blind-man Valley Co-op; Bow Slope Shipping Assoc.; 
Bow Valley Livestock Feeder; Buffalo Lake Farmers' 
Co-op Marketing Assoc.; Central Alta. Dairy Pool; 
Coronation Livestock Co-op; Grande Prairie Co-op Livestoc 
Marketing Assoc; Lethbridge Central Feeders Assoc.; 
Mountain View Co-op Livestock Marketing Assoc. ; Northern 
Alta. Dairy Pool; Peace River Co-op; Livestock Marketin 


Associ; Pembina District Livestock Co-op; Pembina U.F. 
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Co-op; Pincher Creek Co-op; Panoka Co-op Livestock Asso 
Raymond-Magrath Feeders Assoc.; South Slope Livestock 
Feeders Assoc.; Southern Alta. Co-op; Southern Alta. 
Sheep Gres dab a0 : United Farmers! of Alta. Co-op; 

United Grain Growers Ltd.; Vauxhall Farmers' Co-op; 


Vegreville Livestock Shipping Assoc, 


BRITISH COLUMBIA FEDERATION OF AGRICULTURE 

Armstrong mare Egg & Poultry Assoc.; Armstrong Cheese 
Dinein Ri B.C, Artificial Insemination Centre; B.C. 

Baby Chick Assoc.; B.C. Beef Cattle Growers; B.C. 
Blueberry Co-op; B.C. Bulb Growers Fed.; B.C. 
Certified Seed Potato Growers; B.C. Coast Vegetable 
Marketing Brd.; B.C. Forage Crop Dehydrators Assoc. ; 
B.C. Fruit Bd.3; B.C. Greenhouse Assoc,.; B.C. Interior 
Veg. Marketing Bd.; B.C. Nurserymen's Assoc.; B.C. 
Sheep Breeders Assoc.; B.C. Swine Breeders Assoc. ; 

B.C. Turkey Assoc.; B.C. Women's Institutes; Colebrook 
Potato Growers; Columbia Potato Growers; Cowicher 
Creamery Assoc.; East Chilliwack Fruit Growers' Co-op; 
Fraser Valley Milk Prod.; Fraser Valley Mushroom Growers 
Co-op; Georgia Potato Growers; Island Farms Dairies 
Co-op; Island Vegetable Co-op; Langley Poultry 
Assoc.; Lower Vancouver Island Poultry Prod.; Mainland 
Dairyman's Assoc.; Maple Ridge Hot House Growers 
Assoc.; Pacific Co-op Union; Richmond Milk Producers 
Co-op; Saanich Fruit Growers; Saanich Jersey Cattle 
Club; Shuswap-Okanagan Dairy Industries Co-op; Surrey 
Co-op; United Grain Growers; Vancouver Island Assoc. 


of Nurserymen; Vancouver Island Bulb Growers; 
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Vancouver Island Dairymen's Assoc.; Vancouver Island 
Greenhouse Operators Assoc.; Vancouver Island Poultry 
Co-op; Vernon Fruit Union; Agricultural Union of 
Chilliwack, B.C. Fruit Growers Assoc. & the following 
farmers institutes: Balfour, Boswell, Burton, Cariboo, 
Comax, Coombs, Cowichan, Deadman's Creek, Deep Creek, 
Delta, Eagle Bay, Fort Frazer, Grand Forks, Jaffray, 
Kitsumkalum, Malakwa, Maple Ridge, Martin Prat hfe. ima 
River and Beaverly, Mechako, Pitt Meadows, Port Kells, 
Quick Revelstoke, Salmon Arm, Shawnigan-Cobble Hill, 
South Saanich, Vinsulla, Wistaria, Windermere, Salmon 


River, and Prince George. 


INTERPROVINCIAL MEMBERS 

UNITED GRAIN GROWERS 

While having affiliation with each of the three 
provincial Federations of Agriculture in Alberta, Britis 
Goxutin is and Manitoba, they also maintain direct 
membership as an interprovincial marketing association 
with the’C.F,A. Their’ membership “in the ‘prairie “provinces 
censist of more than 50,000 co-operative members, and a 


total of more than 800 local elevators. 


NATIONAL MEMBERS 
DATRY FARMERS OF CANADA 


Member association, include Dairy Breed 
Association, Milk, Cream, Cheese, and other dairy product 
associations; Co-operative Creameries and dairies; and 
Producer Bargaining groups and marketing Boards in most 


provinces across Canada. 
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Alta. Dairymen's, Assoc.; Alberta Provincial 
Milk and Inspected Cream Prod.; Ashern Creamery Assoc.; 
Bothwell Co-op Dairy Society; Brandon Milk Producers; 
Canadian Ayrshire Breeders; Canadian Guernsey Breeders; 
Canadian Jersey Cattle Club; Central Alta. Dairy Pool; 
Co-op Federee de Quebec; Forest Co-op Creamery; Fraser 
Valley Milk Prod. Assoc.; Holstein-Friesien Assoc. of 
Canada; lL'Union Catholique de Cultivateurs; Manitoba 
Dairy & Poultry Co-op; Man. Dairy Assoc.; Montreal 
Milk Prod. Assoc.; N.B. Cream Prod. Marketing Board; 
N.B. Milk Prod. Assoc.; Northern Alta. Dairy Pool; 
North Star Co-op Creamery; N.S. Mik and Cream Prod.; 
Ont. Cheese Prod. Marketing Bd.; Ont. Concentrated Milk 
Frod. poeran Ont. Cream Prod. Marketing Board; Ont. 
Fed. of Agriculture; Ont. Whole Milk Prod. League; 
Fortace Milk Prod, Asscc’.3" "Tne FP Bot. Vairvinenis 
Assoc.; Que. Carnation Milk Prod. Assoc.; Riverton 
Co-op Creamery; Sask. Co-op Creamery; Sask. Dairy 
Assoc.; The Shusway-Okanagan Dairy Ind. Co-op; Toronto 
Milk Prod.; United Dairy & Poultry Co-op; United 
Milk Prod. Assoc. of The Province of Quebec; Villa 
Nova Milk Prod. Co-op; Winkler Co-op Creamery; Winnipe 


District Milk Frod. 


THE CANADIAN HORTICULTURAL COUNCIL 

A national organization made up of 31 provincia 
associations representing fruit and vegetable, honey, 
mushroom and nursery stock producers plus 8 national 
associations representing produce rove. processors, 


wholesalers, suppliers, and the florist industry. There 
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are 8 Provincial Departments of Agriculture and support 


is also drawn from 37 Associate and Contributing members 
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APPREIDIX B 


PROVINCIAL GOVERNMENT FARM CREDIT POLICY 


New Brunswick, Farm Credit Summary 


Date enacted: 1912 
Titles Farm Settlement Board 
Maximum Loa : $7,500.00 (1 pers )3; 


$11,250.00 ‘ or more persons as partner ship ); 
$2,500.00 (livesteck and farm machinery loan}; 

75% of appraised value of real estate; 

50% of appraised value of livestock and farm machinery. 


Security: Deed to real estate: 
Chattel Mortgage on livestock and farm machinery, 


Repayment and 

Interest Rates: 15 years for real estate at 3% or over; 
15 years and up to 30 years at 5%3 
5 years for livesteck and farm machinery at hié3 
over 5 years and up to 10 years at 5%, 


Restrictions: (a) age = 21 tn 50 years; 

(b) experience - 2 years farm experienee} 

(c) residence - Canadian er imhigrant (immigrants must 
have 1/3 the purchase price of real 
estate)$ 

(d) supervision - Annual report of farm operations 


(e) other - farming must be main occupation. 


Purpose: Purchase of farm real estate either for settlement on 
farm or for additional land by full-time farmers, 


Admin, & obtaining 
Funds: Farm Settlement Beard (3 members) 3 
Trust Fund ~- from Previncial government. 


Newfoundland, Farm Credit Summary 


Date acted: 1953 
Title: Farm Develepmat Loa 
Maximum Loan: $3,500 or 75% of appraised value of security -ffared. 
Security: Mortgage. 
= ieee feo pipet to land. 
Interest rate: 332. 
Restrictions: (a) age - --------- 
(b) experience - ---------- 
(c) residence - ---------- 
(d) re assets - ---~----- oe 
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1 
2 
3 i 
7. Restricticns 
4 (cont'd): (e) supervision = Annual repert of property value, 
general condition of farm and how 
berrower is carrying out agreement 
5 - on farm plan; 
6 (f) other ~ -«---. --- . 
8. Purpose: Developing the farm, 
7 9. Admin, & obbaining 
funds: Farm Development Loan Board} 
8 Government supplies the money. 
9 Prince Edward Island, Farm Credit Summary 
1, Date Macted: 1959 
10 26 Title: Assistance te Establish Young Farmers, 
11 3... Maximum Loan: $10,000 or 85% of appraised value of security, 
le Seouritys Real estate cr chattel mortgage, life insurance 
12 policy, or any other. 
Se Repayment: 25 years lst 3 gradvated upward to give lo first and 
13 @nd payment. 
6, Interest Rate: Set by Lt. Gov.-in-Ceuncil. 
14 
7. Restrictions: (a) age - 21 te 50 yearss 
15 (b) experience - 2 years in farming; 
(c) residence - 2 years in Cmada; 
16 
(d) re assets - Progress renerts. Money to be spent as 
stated at time of loan. 
17 Enabling legislation for supervision, 
18 (e) other - Intends to farm full-time, 
8. Purpose: Land and chattel purchase, debt consolidaticn, real 
19 estate improvement. 
9. Admin, & cbtaining 
funds: P.E.I. Farm Establishment Board (3. members); 
20 Obtains loans from bank, guaranteed by Prov. Government 3 
Not to exceed 3000,000 in total 
21 
Nova Scotia, Farm Credit Summary 
22 1. Date Macted: 1932 
23 Ze Title: Originally N.S. iiiners! Land Settlement Act 
Now: The Agricultwre & ifarketing Act. 
24 3. Maximum Loan: $30,000 (1 person ) 
$50,000 (2 or mere persons ) 
75% of appraised value cf real estate plus 
25 50% appraised value ¢f livestock. 
2 he Security: Chattel mortgage. Agreement of sale on land. 
6 inter eeaeed ‘ 
Se  Repaymentt 25 years; (up te 25 years). 
27 
28 
29 


30 
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aah 
6. Interest Rate: 5h. 
7. Restrictims: (a) age = 21 tr 55 years. For father end son partnership 


8. 


9s 


8. 
9. 


19-¢5 years; 
(bo) experience = farm experience; 


(c) residence - Immigrents must have 1/3 the purchase 
orice; 


(d) re assets - --------- 
(e) supervisicn -  ------=-= 
(£) other - No loan te farm owners. 


Purpose? To purchase real estate and stock and equipment only 
e if a lean has bem granted to purchase real estate, 


Admin, & obtaining 
Funds: “N.S. Land Settlement Board. Obtains grants from 
provincial government. 


Alberta, Farm Credit Summary 


Date Macted: 1957 

Title: Farm Purchase Credit Act. 

Maximum Loan: $10,000 

Security: Down payment of 20%, 

Repayments 20 years or 66th birthday. 

Interest Rate: 5% (udé to eovt., 38 for life ins.) 
Restrictions: (a) age - 21 to 55 years; 


(b) experience - 3 years; 
(c) residence - Canadian er British subject; 


(d) re assets - Max. velue cf land ovmed and to be 
purchased not more than $30,000; 


d 


(e) supervision - Comselling service available through 


Ag. Reps. 


~ 


(f) other - Must have equipment to work the land. 


Purpose:- Purchase land, Ne refinancing debts. 


Admin, & obtaining 
funds: Through lecal "County Boards"; 
Govt. supplies the money; 
County guarantees 10/5; 
Govt. guarantees 90); 
Vendor of land cerries 30% under guaranteed contract. 
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al Re 
. Saskatchewan, Farm Credit Summary 
1. Date Mnacted: March 31, 1959 
2. Title: ' Family Farm Credit Act. 
3. Maximum Loan: $25,000. 
he Security: Land; chattels »nder certain conditicns. 
5. Repayment: 30 years; 
sherter if ever lO years of Age. 
6. Interest Rate: 63%, incl. insurance. 
Le: Restrictions: (a) age - 21-0, if over LO, shorter term 


(b) experience - farming experience; 
(c) residece - Saskatchewan residence 3 years; 


(d) re assets - Net 25,000, Loan up to 80% of 
production value}; 


(e) supervision - Ceunselling service available: 
Compulsory if in default. 


(£) other - Must have the use of the necessary 
equipment to werk the farm. 


8. Purpose: Developing an eccnomic farm unit - loan caly for this. 
9. Admin... & obtaining 
funds: "Co-op. Trust Ge."5 


Sell securities backed by govt. paying 4%; 
Govt. partially guarantees loans. 


Manitoba, Farm Credit Summary 


1. Date Macted: November 7th, 1958, 

eum! Titlet Agricultural Credit Act, 

3.  Maximwn Loan: $25,000. 

his Security: 1st mortgage on land, chattels under certain conditions 

5. Repayment: up to 30 years. 

6. Interest Rate: Flexible - begins at ly for young farmers, 53% for others. 
7. Restrictions: (a) age - 21-31 for young farmers; 31-60 for others; 


(b) experience - farming 3 of last 5 years; 
(c) residence = ifnitoba resident last 3 years; 
(a) re assets - Loan up to 654 of value of security; 


(e) supervision - Supervise expenditure and collection 
of loan; : 


(f) other - Farming main occupation, 
8. Purpose: Refinancing debts, purchase land, livestock, machinery, 


equipment, building, etc. Developing and perpetuating 
economic family farm unit. 
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Admin, & obtaining 
funds: "Manitoba Agriculture Credit Corperation"; 
Govt. supplies the money. 
Quebec, Farm Credit Summary - Regular Loan 
Date Inacted: Revised 1961, 
Title: Quebec Farm Credit Act = Regular Loan. 
Maximum Laan: $15,000 or 80% of apnraised value of security. 
Security: First mortgage. 
Repayment: 393 years. Semi-annual: $20 for every $1,000 borrowed. 
Interest rate: 22%. 
Restrictions: = (a) age = -------3. 
(b) experience - farm training; 
(c) residence - on the farm; 
(d) re assets - --~----- ‘ 
(e) supervision - -------- ; 
(f) other - farming main occupation. 
Purpeset Purchase and/or improvement of real estate, consolidation 


debts, repairs, buildings, etc. 


Admin. & obtaining 

funds: Quebec Farm Credit: Bureau. Prov. Govt. purchases 
securities issued by the Bureau. Also makes short 
term loans tc the Bureau. Also reimburses losses, 


Quebec, Farm Credit Sumiary - Establishment LIcan 


Date enacted: Revised 1961. 

Title: Quebec Farm Credit Act - Establishment Inan. 

Maximum Loan: $15,000 or 90 of appraised value of security. 

Security: First mortgage. Life Insurance obligatory. 

Repayment: 394 years. Somi-annual: 20 per $1,000 borrowed. 
Special rebate of 1/3 or of $3,000 after 10 years from 
establishment. 

Interest rate: 24%, 

Restricticns : (a) age - 21 te lO years; 

(ob) experience - 9 ~------ 3 


(c) residence - on the farm; 


(e) supervision - 9 --------- ; 


(f£) other - farming main eccupation, 
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DEG 


Purpose? Purchase of a paying farm after Jan. 19, 1961. 


Admin, & obtaining 

funds: Quebec Farm Credit Bureau. Prov. Govt. purchases 
securities issued by the Bureau. Also makes short 
term loans tc the Bureau. Also reimburses losseSe 


Quebec, Farm Credit Summary ~ Farm Improvement Act 


Date Rnacted: June 10th, 1961. 
Title: , Farm Imprevement Act. 
Maximum Loans: Granted by o Crecit Union or a Bank 


$3,000 for farm crganization; 
$4,000 for farm improvement. 


Security: Pledge, or security uccder section 88 of the Bank Acts 
Life insurance. 
Repayment : 5 years for purchase of steck; 
10 years on loans for implements and improvements. 
Interest rate: 6%. Subjected to a rebate by the government of an 
amount equal tc the interest at 3% on loans. 
Restricticns? only restriction - farming main occupation. 
Purpose: Farm organ ization and improvement. 


Admin, & obtaining 
funds: Banks or Credit Unicns, 
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APPENDIX C 

EMERGENCY AND DISASTER LOANS 

The full statement of policy of the Canadian 
Federatton of Agriculture asking for Federal emergency 
loan legislation is as follows: 

"Occasionally farming areas are struck 
by sudden national catastrophes such as severe 
drought, large scale floods, storms of hurrican 
force, severe infestations of insects,. plant 

‘diseases of epidemic proportions, severe frosts 
at certain periods for plant and tree growth 
and other natural hazards. 

Damage to buildings, fences, machinery, 
fruit trees, livestock and land in addition to 
actual loss of production under such disaster 
conditions can be very severe. When this 
happens, many farms are in immediate need of 
credit for the purpose of restoring actual 
assets destroyed or damaged and for current 
farm operating and living expenses until 
production can be brought back to normal. 

As a rule, it will be. a year or.so after 
rehabilitation starts before the farmer is on 
his financial feet. During this interval his 
income will be low and oonsequently he is 
not in a position to service the usual commercial 
type of loan from the usual credit agencies. 
Recognizing this, the agencies either refuse 
to grant credit to the unfortunate farmer, or 


at least are very reluctant to do so, To meet 
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such disaster situations, assistance credit is 
both necessary and justified. 

When disaster strikes a large area with 
sufficient severity, a national disaster is 
often recognized to have occurred, and aid is 
forthcoming from Federal, provincial and privat 
sources. That such help is given is of course 
a good and necessary thing. However, farmers ma 
suffer extremely serious economic setbacks as a 
result of natural causes which are of such a 
nature, or m restricted in the area affected, 
that such national emergency relief and re- 
habilitation programmes are not established. 
Emergency or disaster loans which can be made 
available on the basis of individual need, and 
which will meet the problems caused by even 
quite localized disasters and emergencies, are, 
therefore, very definitely needed in addition 
to, but not as a substitute for,major relief 
programmes. 

Recommendations 

To meet disaster situations a special 
type of Federal government credit agency should 
be formed to be known as the Agricultural 
Emergency Loan Administration (A.E.L.A.). It 
should be financed by the Federal government. 
setting up a revolving capital fund, out of 
which loans to farmers would be made under the 
following conditions:- 


(a) The areas within which the A.E.L.A. may 
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operate should be designated by the 
Governor-General-in-Council, on the 
recommendation of the Minister of Agriculture, — 
and on application of provincial and/or lockl 
government units. 

(b) It should not be necessary to lay down 
prior rules as to the extent of the area 
which must be affected by disaster. Such 
an area could be very small. Dependence 
should be placed upon local and provincial 
governments to make the initial decision as 
to dneuher a few or many of the farmers 
in their jurisdiction are badly enough 
hit that an emergency loan programme 
should be made available. 

(c) Loans should be made to individual farmers, 
either owners or tenants, up to a maximum 
of $10,000, 

(d) Loans should be interest free, with the 
exception of simple interest charged on over- 
due payments, and repayable in periods from 
three (3) to eleven (11) years. Normally 
no payments should be due the first year 
after the granting of the loan. Under 
exceptional circumstances, the time when 
payments start aneund be extended beyond 
one year. 

(e) Loans should be made for repair or 


replacement of buildings, machinery, orchards, 
| 


drainage and irrigation systems, fences, 
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bridges, and livestock, In all cases, 

the need for such replacement or repair 

must be due to the incidence of the actual 
catastrophe. Where the catastrophe has 
resulted in an actual production loss, loars 
Should be granted for seed, feed, fertilizer, 
other operating costs, and essential livin 


costs where need can be established.” 
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APPENDIX D 
' THE FARMERS HOME ADMINISTRATION 

The Farmers Home Administration, an agency of 
the United States Department of Agriculture, serves 
farmers with credit and needed technical assistance on 
farm and economic management problems. These supervised 
loans are made only to applicants who are unable to 
obtain adequate credit from other sources at reasonable 
rates and terms. Credit assistance was provided to 
183,000 farmers’ in 1961. Various types of loans are mad 
by this credit agency. 

Operating loans are made to eligible operators 
of farms, not larger than family farms, to assist them 
in making improved use of their land and labour resource 
and to make adjustments which will help them to be more 
successful in their farming operations. Funds may be 
advanced to p ay for equipment, livestock, feed, seed’, 
fertilizer and for other farm and home needs. Each loan 
is scheduled for repayment over a period not exceeding 
7 years. The interest rate is 5 per cent. Loans usuall 
average about $3,000. 

Farm ownership loans are made to eligible 
farmers to enlarge, develop and buy farms not larger 
than family farms, and to refinance debts. The loan 
period cannot exceed 40 years. The interest rate is 5 
per cent. Loans average around $15,000. 

Loans for water and land development, use and 
conservation are made to individual farmers, groups of 
farmers and rural residents to develop water supply 


systems for irrigation, household use and livestock, to 
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drain farm land and to carry out soil conservation 

measures. The repayment period must not exceed 40 years). 

The interest rate is 44 to 5 per cent depending on the 

type of loan. Loans to individuals average around 

$5,000 and to associations of rural people $100,000. 
Rural housing loans are made to farm owners 

and owners of non-farm tracts in rural areas and small 

rural communities with populations of not more than 

2,500. Loans are made for the construction and repair 

of farm homes and essential farm buildings. The loan 

period must not exceed 53 years and the interest rate 

is 4 per cent.-. Loans usually average around $8,000. 

Loans may also be made to individual farmers, groups 

of farmers, and public and private non-profit organiza- 

tions to finance housing facilities for domestic farm 

labour. 

Emergency loans are made to farmers where 

national disasters such as drought, floods, storms 

or other calamity causes.serious losses.,..The interest 

rate is-3 per cent. These loans may be made for purchas 

of feed, seed, fertilizers, replacement. of. farm equip- 

ment and livestock, for repair and replacement of farm 

buildings, fences, drainage and irrigation systems 

and for other essential farm and home operating 

expenses. For crop destruction it is expected the 

loans will be repaid when income from crops are normally 

received. For replacement of livestock and equipment 

loans are repayable in one to five years, for repair 

of buildings and other improvements to real estate are 


usually repayable over periods of one to ten years. 
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1 Watershed loans are made to local organizations 
2 to help finance and protect and develop land and water 


resources in small watersheds. The funds may be used 
for flood control dams and reservoirs, rural water 
Supply distribution systems, diversion dams, irrigation 
canals, and drainage facilities. Loans are repayable 
over periods up to fifty years. The interest rate for 
1962 is 2.742 per cent. 

Most of the loans made by the Farmers Home 
Administration are made to farmers who carry on farming 
Operations on a scale large enough to support their 
family. However, loans are also made to farmers on 
small farms who obtain part of their income from off- 
farm employment. 

Each loan is based on a plan that when followed |* 
will provide enough income from the farm and other sources 
to enable the family to have a reasonable standard of 
living and make payments when due on their debts, 

The country supervisors of the Farmers Home 
Administration assist borrowers in preparing the farm 
and home plan, and provide on-the-farm assistance with 
farm management problems. Where major adjustments and 
improvements are being made the county supervisors 
meet with borrowers at the end of each year to help them 
analyze the strength and weaknesses of their farm 
operations and draw up plans for further improvements 
in the coming year. 

During the past quarter of a century about 
two million farmfamilies have borrowed $5.5 billion 


dollars from the Farmers Home Administration and its 
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predecessor agencies (The Resettlement Administration 
and Farm Security Administration) to buy, equip, improve 
and operate farms. Reve aon have to date exceeded 
4-billion and losses which have been charged off have 
been about 4 per cent or less than the interest collected. 
All these farm families at the time they borrowed from 
this agency, were unable to obtain the funds they needed 
from other credit sources. Without this credit 
programme they would have been unable to make the 
necessary adjustments in their operations, unable to 
acquire the resources they needed to make an adequate 
living and in the case of young farmers, unable to becom 
soundly~established as farm operators. In many instance 
they would have been forced to sell out. They were able 
to make a suctess of their farming operation because 
each loan is accompanied by expert advice on farm and 
home management to help the borrowers to make profitable 
use of land, labour and other resources that were avail- 


able to them, 
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1 APPENDIX -E 
2 CONCENTRATION OF BANKING AND FINANCIAL 
INSTITUTIONS IN CANADA 
; é The follewing ane a few figures in evidence 
x of the degree of concentration of financial strength 
: and influence in the Canadian economy, in 1961. 
: 1. The Canadian Imperial Bank of Commerce has 
: 25 per cent of the assets of all chartered banks 
; The Royal Bank of Canada has 25 per cent of the. 
‘ assets of all chartered banks. 
e The Bank of Montreal has 20 per cent of the 
ms assets of all chartered banks. 
r Total for three banks: 70 per cent of the asset 
“ 2. The Royal, Montreal and National Trust 
és Companies are the three largest trust companies 
Y and between them they do about 60 per cent of al 
- the investment business of the trust companies 
i as a whole, Of administered funds, they control 
“ about 70 per cent. The close inter-relationship 
between these three institutions and the three 
a largest banks may be illustrated by the inter- 
F locking of their directorates: 
. - The Royal Bank and the Montreal Trust Co. 
i have 16 directors in common, including two who 
#5 are members of the Executive Committee of one 
25 
or other institution, 
26 
The Bank of Montreal and the Royal Trust 
‘a Co. have 16 directors in common, including eight 
r who are members of the Executive Committee of 
29 


one or the oerher tneci tution. 
30 
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1 - The Canadian Imperial Bank of Commerce 
2 and the National Trust Co. have six directors 
3 in common. The Canadian Imperial Bank of 
“4 Commerce, it may be noted, has 2 or more 
5 directors in common with all six of the leading 
6 trust companies in Canada. 
7 There are “other bank-trust company relationship 
8 7ebut these are the most sienif icant, 
9 oe The Sun Life Insurance Co.,ithe largest 
10 in Canada, has 3 directors in common with 
11 Royal Trust Co. and 5 in common with the 
12 Montreal Trust. It has 4 directors in common 
13 also with the Royal Bank and 5 with the Bank 
14 of Montreal. There are many other inter- 
15 - lockings of directorates but the one just noted 
16 is most striking. 
17 4, Of particular interest in this connection | 
18 is the recent formation of a new company - 
19 ROYNAT - which has been organized by the 
20 Royal Bank, Montreal Trust and Banque Canadiann 
21 Nationale, we understand, for the purpose 
22 of entering into a wider field of investment 
23 than is presently covered by their combined 
24 “ operations. No one of these institutions own 
25 a controlling interest in ROYNAT, which relieve 
26 them of obligations with respect to investment 
27 policy which they would otherwise incur under 
28 the law government banks (or trust companies) 
29 as the case may be. 
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information is not to attempt to show an insidious plot, 
but merely the large stake the country has in keeping 
such very powerful concentrations of financial strength 
amendable to the requirements of public policy. The 
reason is that, because of their size, essentially publi 


policy decisions will, in fact, be made by them. 
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APPENDIX F 
CANADIAN AGRICULTURAL ECONOMICS RESEARCH COUNCIL 

An Agricultural Economics Research Council 
is to be established in Canada this year. It is to 
conduct independent research on the economic and social 
problems of agriculture. The research is conceived 
to be completely free from political and other pressures. 
The research is to provide appraisals of agricultural 
policies and programs now in operation and to study 
and report on farm policies which might be undertaken to 
assist in raising the incomes and social levels of 
Canadian farmers. 

The Council will have a Board of Governors 
representing the contributing bodies. To ensure independ 
ence of research work, the decisions on the research 
projects are to be the responsibility not of the Board 
but of a Research Directorate appointed by the Board. 

A highly qualified director of Research will be the 
chief Executive and Administrative Officer. 

An annual minimum objective for the Council's 
operations of $150,000 a year is being sought for an 
initial five year period. Finances are to be provided 
by the federal and provincial governments, from organ- 
izations, co-operatives, and industries associated with 
agriculture. The federal government is to contribute 
$50,000, the provincial governments $50;000 and non- 
government organizations $50,000 a year. 

Reports on all of the research are to be 
published. The independent character of the Council's 


research undertakings should be of real value to 
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1 governments, to farm organizations and to industries 
2 which serve agriculture. 
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ROYAL COMMISSION ON BANKING 


AND FINANCE 


Hearings held at Ottawa, 
Ontario, on Monday, 
September 24th, 1962. 


THE COMMISSION 


The Honourable Dana Harris Porter 
Chief Justice of Ontario 
Toronto, Ontario - 


Mr. W. Thomas Brown, M.B.E. 
Investment Dealer 
Vancouver, British Columbia 


Mr. James DotUglas Gibson;~0O.B.E-. 
Banker 
Toronto, Ontario 


Me. Gordon Gs. Harrold 
Agriculturalist 
Calgary, Alberta 


Mr. Paul H. Leman 
Corporation Executive 
Montreal, Quebec 


= Mr. John C. MacKeen 
Corporation Executive 
Halifax, Nova Scotia 


Dr. W. A. Mackintosh 
Vice-Chancellor 
Queen's University 
Kingston, Ontario 


Chairman 


H. A. Hampson ‘ - Secretary 


Gilles Mercure - Joint Secretary 
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Ottawa, Ontario, 
Monday, 
September 24, 1962. 


--- At 9.15 A.M. the hearing resumed. 


SUBMISSION OF 


FEDERATED COUNCIL OF SALES 
—— ee NE AUB 


FINANCE COMPANIES 


APPEARANCES 

Rel. Willmott = President, Traders 
Finance Corp. 

C. E. Trudeau, =@ Eresident) Canadian 
Acceptance Corp. 

loti. i. ROSS - Vice-President & Genera 
Manager, Industrial 
Acceptance Corp. 

P.P, S ainders = President, Laurentide 
Financial Corp. 

E. W. Flanagan tesV ice-President iPacific 


Finance Acceptance Corp 
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THE CHAIRMAN: We now call this meeting to 
order. We haye this morning a representation from 
the Federated Council of Sales Finance Companies. We 
have all read this brief with the greatest of interest 
and are in a position to carry on a discussion. 

What is your intention as to an opening 
statement? 

MR. WILLMOTT: Mr. Chairman, the opening 
Statement follows very closely with the printed opening 
Statement. There was just one addition that I was 
going to read from the brief itself. Would you prefer 
that we dispense with the opening statement? 

THE CHAIRMAN: We have all read it, and 
I think perhaps the time would be better served by 
discussion of the brief. 

MR. WILLMOTT: Before proceeding I would 


like to introduce the representatives of the Federated 


Council of Sales Finance Companies who are appearing 
before you today. 

I am R. M. Willmott, president of Traders 
Finance Corporation. On my immediate right is 
oo.’ L, Ross, vice-president and general manager, 
Industrial Acceptance Corporation. On Mr.Ross's 
right is Mr. C. E. Trudeau, president, Canadian 
Acceptance Corporation. On my immediate left is 
Peter Paul Saunders, whom you have already met when 
he presented a brief on behalf of his own company, 
Laurentide Financial Corporation. °*.On his right is 


E. W. Flanagan, vice-president of Pacific Finance 


Acceptance Corporation. 
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We have allotted the various fields of 
questioning through our members in order that the 
Commissioners may be provided in the best manner possible 
with the information they require! To rtac Lita te 
the answering of any questions that may be asked, 
members of the Royal Commission have been given a seating 
arrangement of Our group which partially indicates, 
if convenient to the Commissioners, to whom the question 
should be addressed. 

On page 2 of the opening statement we were 

placing some emphasis on No.1: 
4 Our recommendation that any need 
of control of consumer credit be achieved 
by monetary and fiscal policy clearly 


communicated to and equally effective 


on the operations of all Suppliers 
9 


of consumer credit. " 


In that connection I would like to read from page 100 
of our brief, section 205: 


i Since the meetings between the Bank 


of Canada and the represenatives of the 

sales finance industry in late 1956, there 
have been no contracts between monetary 
authorities and the sales finance industry. 
While the membership of this Council does 
not endorse any specific HePHOasLOF ex- 
pression of monetary policy by the monetary 
authorities, it will generally welcome 
any statement of policy which is direct and 


concise in its meaning. On matters purely 
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"directed to the sales finance industry, 

the membership of the Council would 
prefer to have direct contacts with 

the monetary authorities, rather than a 
Second-hand transmission through 


competing financial institutions, " 


THE CHAIRMAN: Thank you, Mr. Willmott. 


COMMISSIONER LEMAN: Mr. Chairman, I would 
like to begin this discussion by telking-a little 
bit about the Council itself, rather than the individual 
companies. I would like to look into the Operations 
of the Council. As I look at your sheet, I gather 
it is Mr. Ross to whom I should direct the question. 

MR. WILLMOTT: Mr. Ross is president of 
the Federated Council. 

MR. ROSS: Council was formed in 1957.. 
There were eight finance companies that formed the 
nucleous of the membership at that CINE Se a. aia Ss 
since grown to 37. I think the brief says 35, but 
there have been two new members since. 

The percentage of the consumer sales 
instalment credit which the membership does is about 
70 per cent of the total which is carried on in Canada. 
If we turn to the industrial and commmercial class 
instalment sales credit we find that over 90 per cent 
of sales finance in that field is done through members 


of the Federated Council. 


Eight of our members are national; 29 are either 
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local or provincial. 

The objectives of the Council are, I guess, 
Similar to any other trade or professional organization. 
We want to promote the interests of our members. We 
want a forum where we can discuss and study problems 
that are peculiar to our industry; and we wish to promote 
policies which will increase public confidence, and 
to co-operate with any agencies that ce Sec Up co 
improve either the economic or social position of the 
country. 

In 1960 we Opened an Oflice 14 Toronto, which 
is staffed by professional help, and which acts as 
a clearing house for those Seeking information regarding 
the sales finance industry. 

We hold an annual convention, and have done 
SO Since 1957. We have another one coming up in 
Vancouver in November of this year. We think that 
the technical and the educational workshops that have 
gone on at these conventions have been helpoul to our 
membership. 

We have prepared and distributed a number 
of consumer booklets which have been prepared with the 
idea of promoting the wise use of consumer Srediu, Thes 
have been widely distributed. 

Also, in 1958-59 we prepared a book which 
is entitled Sales Finance Companies in Canada, which | 
WaS produced by the Canadian Economic Research 
Association and was placed in libraries of universities, 


Schools, and in public libraries, and made available 
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COMMISSIONER LEMAN: Mr. Ross, thank you for 
the orief Summary, but I should like to ask you a few 
more direct questions about the Council. 

Why do you say that only 70 per cent of 
the interested parties or companies yould be interested 
in belonging to your bonis instead of 100 per 
cent? What are the advantages and disadvantages 
in the long run? 

MR. ROSS: What I said, Mr. Leman, or what 
I meant to say, was that 70 per cent of the business 
transacted in the consumer instalment sales field was 
transacted by the 35 members of the Federated Council; 
the remaining large proportion of that would be done 
by General Motors Acceptance Corporation, who are not 
members of the Federated Council. We do not know why, 
but we understand that they have a policy which does 
not permit them to be members of an assoc lation. t sBut 
in saying that, I would like to say also that they 
have co-operated in the preparation of this brief as 
well as any of our own members have, with the result 
that the brief se very representative of a very sub- 
Stantial percentage of the industry. 

Now, there are a lot of very small companies. 
There are about 175 that report to the Dominion Bureau 
of Statistics. Many of them are very small local 
companies who handle the business of only dig retailer, 


Presumably their own business, with the result that 


they are not eligible for membership. 
We feel that in the membership we have we 


have a good representative group of the industry. 
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COMMISSIONER LEMAN: Is it quite expensive 
to belong? 

* MR. ROSS: There is no entrance fee. Dues 
start at $150 per annum, and are scaled upwards according 
to the size of the company. 

COMMISSIONER LEMAN: It would not be a 
financial obstacle that would Stop members from joining? 
It is not considered by them to be too expensive? 

MR. ROSS: Absolutely not. As a matter of 
fact, a couple of years ago we intentionally Tey 
the fees in the lower brackets so that we could encourage 


Smaller companies to come in. We would like to have 


them all. 

COMMISSIONER LEMAN: Does the Council exercise 
any kind of disciplinary or policing power at all over 
its members? 

MR. ROSS: We do not have the authority, 

Such as the professional bodies have - legal, medical 
and accountancy - to expel any member or to discipline | 
him, But I think by association among ourselves there 


is a natural human tendency for a person to want to do 


the right thing. We feel that through our association 
at these annual conventions and at other times during 
the year, that while we do not have authority to 
discipline, we do a very effective job of it. 

If we see an article pred a niente the press 


Which is detrimental to us in any way, whethei- the subject 


company is a member of the Federated Council or not, the 


Principals 
/ are contacted by our executive vice-president. So, 


they know we are alert to anything that would have an 
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1 adverse affect from a public relations Svandpoin., of whith 
2| we are very conscious. 
| COMMISSIONER LEMAN: I am still wondering 
why people in the industry don't join. You said 7O per 
cent in volume of business done, are members. {tis 
far from 70 per cent in numbers of eligible members. 
MR. ROSS: Yes. 
COMMISSIONER LEMAN: I was wondering what 
would be the cause, if it is not too expensive, and 
if you have no power to force them to do business 
in a particular way. 
HR. ROSS: “Lt wie not, Mr, Leman, becanse 


they have not been invited. They have been invited. Many 


of these companies are so small that I doubt if they 
are forested in joining an association. We might 
have one located in a very small town or 4 rural area 
which has two or three accounts of its own and is not 
interested in the provincial or national picture.: [I 
think it is the lack of interest on their part, more 
than anything else. 

COMMISSIONER LEMAN: I would like to refer 
now to Peet nine that your chairman mentioned specificall 
You referred to paragraph 205 and talked about contact 
With the authorities. On your side, what efforts 
have been made by the Council to improve this contact 
with monetary and other governmental authorities? 
In other words, the’ initiative doesn't have to start 

av one end. What have you done? 
MR. ROSS: The area that I am assigned on 


that would fall into the part where we have contacted 
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the authorities in connection with the activities of 


I.D.B., where we have contacted them from a public 


relations angle. We co-operated in the 'do it now - 


buy it now'campaign, through the Department of Labour, 
last year. 
We have also had another contact with 


government authorities, but as to that contact, I 


leave to Mr. Willmott. 

MR. WILLMOTT: Actually, we have very little 
contact. We have not had any approach from our Council 
to the monetary authorities on the general monetary 
System. 

The Council was formed, you may remember, 
late in 1956. Certain members of the finance industry 
were invited to Ottawa, by Mr. Coyne, and he a Waee ted 
at that time that it would be very convenient if they 
had some group they could approgeh“or contact “inthe 
Sales finance industry, in connectinn with matters 
pertaining to the industry. So, the Federated Council 
was formed the next year. But since that time there 
has been really no direct contact. 


COMMISSIONER LEMAN: Does the Council approac 


23 
Other people than. the Bank of Canada? Have you had 


| 


discussions at times about matters of interest to 
the industry, say, with the Minister of Finance or 
Such people? There must be problems crop up from 
time to time that oere cause you to make the first 
move? | 

MR. WILLMOTT: Actully, Mr. Commissioner, 


the main problem has been in the tight money pba ca! 
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We have not approached the government or the 
Bank of Canada in that connection; but I must Say, as 
implied in our brief, we would be very happy at any time 
iz they. make it known to us that they wish us 
to co-operate with them. 

COMMISSIONER LEMAN: I think your paragraph 
205 refers specifically to 1956. 

MR. WILLMOTT: Yes. 

COMMISSIONER LEMAN:Could you summarize just 
what was the result of this intervention? How success- 
Pol was it? 

MR. WILLMOTT: It had just medium Success, 
Sir, I believe. I was not present at the conference. 
We were asked to consider certain controls on the 
extension of credit in the matter of term and down 
Payments. We agreed to do the best we could in that, 
except for one company that attended, and it made it 
e little bit difficult to follow completely through, 
without the approval of that company. | 

AS pointed out in the brief, by the time we 
were contacted the companies themselves had already 
taken action because of the tight money situation, 
to introduce some form of credit controls, and the 
actual ited of credit had already started to decrease 
at the time of the meeting with the then governor, 

Mr. Coyne. 

| COMMISSIONER LEMAN: This is not the time 
when we want to discuss monetary policy and that sort 
or thing with you. Iam talking just about the Council 


48 such, I am wondering whether the Council is a suf- 
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ficiently tightly knit body through which to render 


an effective means of contact between the 


g) aucthoiities and the finance credit industry. IT.am just 


4| asking for an opinion on that: 

MR. WILLMOTT: My Opinion would be that I 
do not think the monetary authorities recognize the 
nature of the Council, although they have been advised 
0 Se iy rae They have not followed it up, and asked our 
coO-operatinn in any matter. 

COMMISSIONER LEMAN: Again thinking about 
the way the companies Operate and the way the Council 
Operates, I note in certain parts of your brief ex- 
pressions such as "recommend and Suggest". Let me 
give you an Pees of what I mean. In paragraph 47 
I note: 

; The sales finance companies ,in 

discountingthe retailer's instalment paper 

recommend that the purchase 

agreement for the article fulfil the 

conditions of having a sufficiently 

large down payment ee 
Now, I would like to understand how your relations 
with the dealer work in practice. Do you recommend 
Or do you tell the retailer that his paper must con- 
form to certain criteria for acceptance by you afterwards? 

MR. WILLMOTT: Mr. Saunders will answer 
that. \ 

COMMISSIONER LEMAN: Is’ "recommending" 


too weak a term to. use: there? 
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MR, SAUNDERS: Well, Mr. Leman, it is ~. : 


our policy that we insist on certain types of equities 


and certain conditions; but the dealer is an 


independent businessman, and he makes the decisién : 
as far as whether he is going to follow our adivee 
or not is concerned. If he does not follow Los then 
he has. a choice of either keeping that paper himself 
Peeoclling 1 to Somebody else, 

The nature of competition is such that: 
he can exercise that choice if he wants tO, So there 
is a certain amount of BLVenand tale. Therefore, 
I think that "recommend" is the right word, The 
dealer himself likes the idea that it is more or 
iess a permanent arrangement with one of the 
finance companies, It would be rather difficult: 
for him to keep Shopping around all the time. On 
the other hand, if he definitely disapproved of the 
credit practices of the finance company he would: 


not stay with then. 


COMMISSIONER LEMAN: You have given us; 
atv the back of your brief, a lot of forms that 
are used for this Purpose. What does a dealer do? 
Does he keep the forms of half a dozen companies 
and just fill in one set of forms for one transaction 
and another set for another, or does he fall into 
&@ pattern for this year's model? Let us talk 
about automobiles, 
MR, SAUNDERS: The normal practice is 


that a dealer enters into an arrangement with one | 


y 
| 
| 


of the companies, This arrangement will cover, basicall 
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two things, but it will cover additional ones that 
are appropriate, The two basic things which will 
be covered will be the financing of his inventory, 
which we term "wholesale financing," and the 
financing of his customers! purchases, which we 
cerm “retail finaricing.” 

The wholesale financing is a very 
advantageous arrangement for the dealer, because 
it has been the practice in the automobile industry 
that the amount of inventory which a dealer carries 
is substantially greater than the working capital i 
he employs to support it. For this reason &, : 
finance companies will buy these cars right out 
of the factory and deliver them to the deabersuline 
dealer puts in the order and Says, "Send the invoice 
to such and such a finance company." ‘This is 
the first step in the dealer-finance company 
relationship. It is implied that if the wholesale 
arrangements are provided by one company they will ~ 
also do substantially all the retail Tinancine. a & 
At the time when this arrangement is made -- which 
may be once in a lifetime or it may be once a month -- 
the various aspects of credit, and so on; are 
discussed, 

Now, of course, credit conditions will: 
change. I anton we would like to see one-third 
down payment in a new order, but I think this is 
no longer the standard in the industry. there are 
changes which affect credit and the business of the 


dealer and of the finance company, and if they do 
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come up they have to be discussed. But the normal 


arrangement is that a dealer will do his financing 


With one company. He may have the forms of the 
others there too, because I think we all have quite 
aggressive sales forces, but basically he will be 
dealing only with one company. 
| COMMISSIONER LEMAN: Do you eee to say,’ 
basically he will be dealing with one company 3 
this year and, perhaps, another company next year; 
or does he get into the habit of dealing with one 
finance company for a long period of VYearss. Ga. 
something funny happens to cause him tO go somewhere 
else? 
MR. SAUNDERS: I think the latter would 

be the case. At the time the arrangements are made 
they are not made on any particular annual basis 

or tied to any particular period. The assumption 

is, if they are Satisfactory they will carvrye.on 
for a long time. But he is, of course, subjected 

to Salesmanship by all the other finance companies, 
and, therefore, he may run into something that 
convinces him that he should sell his paper elsewhere 
Or change his arrangement. The arrangement with. ~ 
these finance companies can be terminated immediately, «| 
as long as he pays off his liabilities; and that 
would not be too difficult because the other 


company that takes him over would do that. But 


company and the dealer get together they expect 


that would be the intention, that when the finance 
| 
to do business with each other for a long time. | 
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Similarly, if a commercial account opens 


a banking account they intend to Stay with that 


bank as long as nothing happens which would 


disturb that relationship. 

COMMISSIONER LEMAN: So when you say that 
the finance company recommends that his paper live 
* to certain conditions, it means it insists 
it be that way, if they want to deal together, and 
omnes, to,.be that way? 

MR, SAUNDERS: Yes, but I would still 
Say "recommend" would be the right word, because 
there is no power to enforce anything. The only 
course of action open to the finance company , 
if the dealer did not follow their advice, would be 
to terminate the arrangement. It would also be 
possible to refuse buying individual contracts, -" 
but if the dealer did not co-operate it would be 
quite difficult to work that, and it might be | 
better to terminate the arrangement altogether. | 

COMMISSIONER LEMAN: Are there any cases 
of a dealer being able to have his wholesale 
financing done with one company and his retail 
financing with another? 

MR. SAUNDERS: There are cases of Cire y 
Pub it is unlikely that any company would just carry 
the wholesale without doing some of the Aebadil 
However, there are’ some cases where the dealer 
may carry his wholesale with one company but divide 


his retail among several. I would say it is an 


unusual Situation, but it does occur, 
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COMMISSIONER LEMAN: What will the 
Salesman do when he 80e€S to see a dealer and tries 
tc get the account? Is it possible for a dealer 
to get the best of everything -- to get the best deal he 
Can on wholesale and the best deal that he can on 
retail, and end up with a mix of the best rates of 
everybody that he can get in a particular, specialized 
area, or does he pretty well tie himself to one 
company once he wants a complete range of financing? 

MR. SAUNDERS: I would Say that he ties 
himself to the one company, but by virtue of the fact 
that salesmen of the other companies call on him, 
he is quite well informed of what is available, 
and if that particular company were not competitive, 
then he would take steps to make himself more | 
profitable by going to another company. | 

If you are wondering what the Salesman. 

Says when es 2 around, well, there are various 
aspects in the finance industry where service of 

me type or another would be more béenericia® ¢o 

a dealer, Most of the Ginenes Salesmanship is based 
On service and not on rates, Rates are more or 

less established by competition. Service is 
Something where you always strive for a better 
Performance. These things will include such items 
aS how quickly he can get the money if he wants 

it, which is very important, or what kind of appraisal ° 
Service will he get on his trade-ins, which he takes 
in. Others are: has he any assistance so far as 


Tunning his business is concerned, in the way of 
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advice; would insurance be provided somehow in 
the package; how would oe customers be treated -- 
because most dealers are members of the community 
and as retailers they base Qui esrasibic. ofstheim 
business on repeat business, so if their customers 
are not treated fairly; this could reflect 
on the dealers. Such items make up service, 
COMMISSIONER LEMAN: I ask this, because 
I would like to refer MOU; bier lyrrto. Mapes tou 
and 4.5. of the brief, where there is a great spread , 
which is fairly Significant, at the wholesale end 
Pere. That ‘starts-‘on pegelee and foes fone to 
page 124, 
MR. SAUNDERS: Yes, I have the chart. 
COMMISSIONER LEMAN: Can the dealer shop 
around from one company to another, or does his own 
credit-worthiness affect the rates that he is going 
to get? In other words, one finance company, will. it 
grant credit at the wholesale level to one dealer 
av somewhat more advantageous rates than to another, 
or does it have to leave its rates pretty well 
even for individual dealers? 
MR. SAUNDERS: I would say that the rates 
Will vary with the credit-worthiness of the weater, 
and also the potential business which a company 
expects to do with him. For instance, a dealer 
located 250 miles away from your nearest office 
is not Boing to be as easy to service as one who 
is located two blocks down the street, and the rate 


@t which he will get his wholesale will be different. | 
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Also there are mixes of wholesale, where some 
deaiers only borrow wholesale money against new 
cers and others carry a combined inventory of 

new and used with the finance company, and even 
though the rate is different for the new and used, 
the mix of the two is of some consideration, & 
have never seen it done, where a dealer would shop 
around for a wholesale rate with one company and 
retail financing with another. PneOretie ads. Mt 
Suppose it would be possible, but in PKACVLICE* Sr 
would be rather cumbersome. 

COMMISSIONER LEMAN: I refer VOUS 
Paragraph 93, which is on page 41, you claim a 
large finance company will be able to OLT Sricco 
a dealer quite a mix of service. It goes from 
"A" to "G"; that makes seven areas where there | 
can be a wholesale relationship: wholesale financing, 
Capital loans dealer liability, credit investigation 
Service -- all this is a package for the dealer. - 
SO, would you Say, therefore, the way a salesman 
would approach a dealer would be to try to improve 
the total mix of these seven factors in order to 
give him a little advantage in one area against 
another, and to try to get the account, or how 
does it work, Peary? 

MR, SAUNDERS: A lot will depend on the 
individual salesman. The salesman is supplied by 
his company with a list of possibilities, which ~ 
are listed here from"A" to"G" but they could even 


include other items. He will try to persuade 
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the dealer that the things that his company offers 
would be of greater advantage to him than the 

things that he can obtain elsewhere, But in talking 
financing we do not Sell only woe teea te oe only 
retail or only capital loan or only insurance; 

we sell it as 4 package, We do not like to Separate 
the package, and it is not practicable for the 
dealer to separate the package because most of 

these dealerships are small businesses, and it is 

to their advantage to deal with one organization 
Supplying this package, If they were to divide 

it up it would be time-consuming and also costly, 
and credit is always a matter of confidence, and 

we feel the confidence between the dealer and the 
finarce company and the finance company and the 
dealer has to be quite strong. If he were to deal 
with several finance companies, that confidence 
would certainly be weakened. He is at Liberty to 
change, but he is not well advised to deal with 
several at the same time. 

SOMME SST ONER LEMAN: Is there the matter 
of size there also? Do some dealers begin to 
generate so much business that the small company 
Cannot cope with the Bie mica they would offer? 

MR. SAUNDERS: That happens, of course, 
but smaller companies are likely to deal with 


Smaller dealers, and larger dealers may be left 


in the position where they have to deal with one 
of the larger companies. There is a fair number 


@ larger companies, and there is still a fair amount 
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of competition. There are more companies, perhaps, 
that a smaller dealer can deal with than companies 
tract a larger dealer can deal with. ‘But this 
would not put the smaller company at any greater 
disadvantage, just the VEry Tactitot ritis si Fey 
Some companies do not want to get big. They would 
rather stay small and deal on a very personal 
basis with a few dealers, and Stay in their own 
community; .and that is.it. 

COMMISSIONER LEMAN: But in the large centres 
what can a small company do to compete with a big 
one? On what factors will it try to compete.—- 

On the rates? 
MR. SAUNDERS: I think the main area 
of competition is service. Speaking from our own 


experience, as you probably know we Started out as 


a very small company -- we were the smallest company 
in the field twelve years ago -- and we are among 
the largest now, We have found that competition 


Should not be primarily based on any one of these 
things, but on a combination of them el lehe Bhe 

type of service which you offer the dealer -- which 
includes a variety of things, some of which are 
listed here -- would be of prime importance. The 
Pate will have some bearing on it, of course, but 
the small company is not likely to be the leader of 
the industry in either increasing or decreasing 
Pates, It may have Special situations where the: 
rate will be below the industry average for some 


Special reason -- such as, maybe, exceptionally good 
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| eredit from that particular dealer. There may be 
other situations where the amount of work is such 
that she rate is higher than the industry average, 
and 2S one which will not normally be tolerated, ~ 
in that case there will be a higher rate... But as 
far as the prevailing rate is GOnNCerneqyl ds 16 
set on the basis of competition, I suppose, among 
these companies, 

COMMISSIONER LEMAN: I am asking these 
questions in order to try to understand how the 
pattern has developed. Your brief explains* vo rus 
that the top three companies have not been getting 
bigger and bigger at the expense of the others; there 
has not been too much tendency to greater concentration 
in, say, the post-war DErLOds he Lleamtrying toe find 
what are the factors which caused this next layer 
of companies to grow so well. 

MR. SAUNDERS: I think one consideration 
would be that although the finance companies have 
a history which goes back into the eanlye 20s, 
certainly throughout the depression and the war 
the demand for their services was much lower than 
it has been since the end of the war, At the end 
of the war there was a pent-up demand for consumer 
8000s in very large proportions. At this point - 
the availability of credit helped to satisfy that 
demand. In doing this a number of new companies 
emerged, and there was a lot of business there which was 
then divided among the new companies as well as the 


Older ones, 
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COMMISSIONER LEMAN: Let us talk about 
those companies where there is a tie-in between 
the manufacturer and the finance company -- and 
G.M.A.C. may have been the most Striking example. 

What do they do to maintain this tie-in? Do they 
offer a somewhat different kind of service to 
Gealers than.the non-captive finance companies can? 

MR. SAUNDERS: They seem to have a wonderful 
way of Finding outy.for instance, when new dealerships 
are appointed. As I mentioned earlier ,. these 
arrangements are made on a more or less permanent 
basis, and if somebody is going to go into the 
automobile business he makes his arrangement at 
the time and does not particularly make it with 
any idea of changing it in the future. There would 
be an advantage in being the first one there. 

They do have that advantage in many cases, Otherwise, 
as far as service is concerned, I would say that 

they do provide good service,: butil tthinkiak she 
companies provide approximately the same quality 


of service, 


or salvtes no. brite! ase TEED, Zz -— 0 

Ques se LABgnOS sonnel) seitqedon, orld, na 

é epothe a vad od cose edt -ascadiata® a gy 

satilee due: Wee, aody «sonal ual 20% +ou0 anapen 0. '¥ 

eGuih! aa.biren banotinsd Z ad .vesatinaga 
dwoanieg seer YO S1om S 16 Sham ass aah eine 

ST wshk; og, 08 galoy st: ghadgeqios Lk bia, ¢BRee 


ca ccRmepmenxe ett rote ad aeCazeud’ sf Comore 


ariw a2 ‘eihise viselgsiixeg Sonweob! bam aintd e ie 
bLow niaut: eevcut oat Gt tL gorlypedo to seek ye 
arses wie cevk of? Qazed at spatceves ee" 
wivtisi  ,wored yoann 1h, epatnevee dedg sing ob «nll 
jet” —se Ufvow I ,beiteenco et solviea) es 15% 4 
‘fs Netcy 2 cud .Solvves boos sbivesg-ob veda 
ijiisup stag eds ylademinetqqe ebiveig ao tnaguied 
~SOlviS8 ae 

aa 


u 


Nethercut & Young i 5349 Ps 


Terento, Ontario 


COMMISSIONER MACKINTOSH: Is there any 
indication that on occasion it is a requirement 
of the dealership that you deal with a Captive market? 
MR. SAUNDERS: I really don't know, sir; 
they certainly haven't told me that, but we do feel 
that --- 
COMMISSIONER MACKINTOSH: Nobody has proved 
the suspicion in your mind? 
MR. SAUNDERS: I think that the dealers 
are encouraged on the basis that it is all in one 
family and there are advantages to being a more 
important part of a big family. 
MR. WILLMOTT: There are many dealers, 
if we are thinking of General Motors, for instance, 
who deal with independent finance companies primarily, 
because the independents have many more branches than G.M.A.C 
has, and therefore give better service, 
COMMISSIONER MACKINTOSH: Thank you. 
COMMISSIONER LEMAN: At the wholesale level 
to the dealers there seems to have been an increase 
in the large een companies relative to the others, 
whereas at the retail level it seems to have had 
the opposite effect, and why is that? 
MR. SAUNDERS: For one thing, you have 
to look at the automobile industry and there eneconiy, 


I would Say, certain companies that have better facilities 


for providing wholesale accommodation than others. 
The wholesale: igshandled on the basis that the automobile 
manufacturer expects payment for the car approximately 


at the time it leaves the factory, and this reguires 
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@ branch or a representative or a paying agent at the 
factory so that payment can be made. 

The bigger companies have better facilities 
for this than some of the Strictly local or regional 
companies have. They can make these arrangements, 
but it is much more complicated, 

Also, there has been a trend in the automobile 
business towards an increase in inventoriesfrom the 
point of view tet more and more options are available, 
its colour or technical improvements in a car. The 
inventories have been rising, and they have been rising 
mostly in the big dealerships and certain smaller dealers 
have been able to keep their inventories at lower levels 
because they draw on the automobile suppliers from the 
bigger dealerships and this may account for some of 
the difference as well. Maybe the type of dealership 
which deals with the smaller companies isn't required 
£6 carry, in comparison to its retail business, as 
much inventory. 

MR. WILLMOTT: I think, Mr. Leman, that 
there is a much large concentration of automobile 

paper in the older companies, and automobile 
Paper has always promoted the greatest amount of 
Wholesale and that is why, in increasing volume, there 
has been more wholesale paper in the larger companies. 
In our own company, up to 30 per cent of our outstandings 
have been in wholesale. 


COMMISSIONER LEMAN: There is Something in 


the relative profitability of the two fields of credit 


that could explain this? 
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MR. SAUNDERS: Not as far as wholesale is 
concerned, sir; the wholesale is a necessary adjunct 
to receiving the retail in most instances, so that in 
order to obtain the retail one carries the wholesale. 

COMMISSIONER LEMAN: You Say in order to 
obtain the retail one hes to offer the wholesale 
Service; does it work the other way also? 

MR. SAUNDERS: I am not quite sure what 
you mean, Mr. Leman. 

COMMISSIONER LEMAN: There is your point 
of view and the point of view of the dealer himself; 
in order to Bev his retail business you have to operate 
in the wholesale? 

MR. SAUNDERS: Absolutely. 


COMMISSIONER LEMAN: There are some little 


companies that cannot Ofer beth. 

MR. SAUNDERS: Wel) ek think a finance 
Company will carry wholesale for the dealers with whom 
they are doing business, 

COMMISSIONER LEMAN: Including the Small ones? 
There are many companies that can do just the retail busi- 
Ness and not offer any wholesale? 

MR. SAUNDERS: Not to my knowledge, sir. 

MR. WILLMOTT: I would think that the 
Smaller companies would much preter iG have retail only 
With no wholesale, and I think that perhaps even on 
Some of the very large accounts that the small companies 
are very Successful in getting a few contracts per month 
from the larger dealer, and’ they would also have many 


|} Of the Smaller dealers, as has been pointed out, where the 
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wholesale wouldn't be the big problem, but I think 

they would like to invest their resources in the 

reteil paper, and since their resources are not un- 
limited they try to do that, and you find the wholesale 
ending up with the larger companies and the retail? 
percentagewise, with the smaller companies would be 
much more than the average, 

MR. TRUDEAU: There are actually a number 
of small companies without any wholesale facilities, 
and these companies solicit business from dealers who 
don't need wholesale, and in many instances a small 
company of that type will completely forego the 
automobile finance business and go to other fields. 
Peey May Vimit Yt +o appliance dealers or furniture 
dealers or such other concerns that might not have 
a need for wholesale, but there are small companies 
that offer no wholesale facilities at aiel 3 

COMMISSIONER LEMAN: Not in the automobile 
field? 

MR. TRUDEAU: Generally not in the automobile 
field, that is right. 

COMMISSIONER BROWN: Does this imply that 
the wholesale business is much the more competitive; 
that this is almost a loss leader or break even point 
dn order to get the retail business, and this is the 
main point of competition for the dealers' business? 

MR. SAUNDERS: It is one of the points, 

Mr. Brown. The wholesale is not profitable to the 


extent that the rate is such that it barely compensates 
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for the money .cost. to the companies, and whatever 
Services are involved, of course, cost money to perform, 
and it is one of the areas of competition but it is 

én area of competition, again, in the type of Service 

that that wholesaler Will provide. There is. the Clearing 
service with the manufacturer, which a number of 

companies are more or less equal in, but there may be 

Some value attached to one aS opposed to another as 

far as the dealer is concerned, 

Also, when we are talking about wholesale, 
there are two types; there is the new unit of wholesale, 
which is fairly Straight forward because the price. ig 
known at the time the vehicle leaves the factory. 

Almost every transaction involves a trade, and many 
dealers like to have inventory financing in their 
used as well, and there are many factors which enter 
into it; the condition of the car and the amount of 
money that the dealer will Spend in putting it into 
better condition if it is required, the salabilityv. 
You can have 2 W5lvPackard} Vetus Say, in beautiful 


condition, and it might sit on the dealership's lot 


for a long time, or it may have a certain value, but 
that value will not be realized too easidily;) so’ the 
type of errangement which the dealer and the finance 
company can make with each other on the valuation of 
the used inventory and the speed with which he will 
get the money and the type of advice, as well as the 


Kind of used inventory that maybe he should carry, 


these are 91] items of competition on the service level. 


COMMISSIONER BROWN: That was the point I was | 
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trying to get at; there is more competition for the 
dealer's business from the dealer's self-interest than 
on the retail end of it; the retail end of it rather 
comes along after you have the dealer's wholesale 
business, is that correct? 

MR. SAUNDERS: Our competition, let us 
say, with the various finance companies takes place 
at the dealer level, and we are in competition with 
each other to try and make arrangements with any 
particular dealer, and once we have made arrangements 
with that dealer we can look forward to receiving 
his wholesale business, his retail business and what- 
ever other business he might have. There are occasions 
when, as has been mentioned here, some of his business 
may €0 elsewhere, but the bulk of it will go to the one 
company as his main finance company. 

THE CHAIRMAN: You were Speaking of 
competition within the business? 

MR. SAUNDERS: Yes. 

THE CHAIRMAN: Because you mention in 
Paragraph 43 that the total value of wholesale 
Paper purchased by the ten largest companies has 
exceeded in volume the billion dollar level in every 
year but 1954, and in spite of increased competition 
at the retail financing level and a gradual declining 

Share of the sales finance companies in retail 

financing, ea wholesale financing has been at an 
#11 time high, but the competition that you infer there 
is Competition with other outside institutions which 


are Competing for the business of the sales finance 
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companies generally? 

MR. SAUNDERS: That is Pasi. 

THE CHAIRMAN: But as’ far as ‘the wholesale 
business is concerned, apparently that is still doing 
very well and: that competition hasn't made many 
Successful inroads yet? 

MR. SAUNDERS: Although the wholesale is 
not the profitable end of the business. 

THE CHAIRMAN: I know but, as I think has 
been Suggested, you have an advantage in having the 
wholesale business. 

MR. WILLMOTT: Mr. Chairman, no Sales 
finance company really competes for the wholsesale busi- 
ness; they are really competing for the Feta dl. 

THE CHAIRMAN: They think they will get the 
retail through the wnolesale? 

MR. WILLMOTT: ‘That Is Che only reason —.- 


THE CHAIRMAN: ‘There iS competition from 


Outside to Bet the retail business? 

MR. WILLMOTT: Most of the competition outside 
Sir, wants the retail only, so that the amount of 
Wholesale which the finance company has been carrying 

has been retained while we have received a decreasing 
amount of the retail, 

THE CHAIRMAN: I would have thought you 

Would have had the advantage over outside competitors, 
having got the wholesale business to begin with? 

MR. WILLMOTT: If a purchaser goes to a dealer 
“nd buys a car for cash, then the deal is not financed, 


. Maturaliy, and that has accounted for the largest ess 
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in the retail, 

THE CHAIRMAN: “Well --- 

MR. WILLMOTT: In other words, I think that 
banking competition has accounted for a'greéat +deg] 

Of this. 

THE CHAIRMAN:He sets the cash from the bank 
or from some other institution? 

MR. WILLMOTT: That is right, and the banks 
don't as a rule carry the wholesale for the dealer. 

THE CHAIRMAN: In other words, he prefers 
doing it that way rather than entering into the sort 
of contract that you have to enter ‘into with “sales 
finance companies? 

MR. WILLMOTT: You must ---- 

THE CHAIRMAN: It would be much Simpler 
with the bank? 

MR. WILLMOTT: Do you mean the retail 
purchaser prefers that? 

THE CHAIRMAN: Yes. 

MR. WILLMOTT: He could, yes. 

THE CHAIRMAN: He might be able to get a 
loan from the bank without entering into any conditional 
Sales agreement, or anything of that kind? 

MR. WILLMOTT: That is right. It is just 
a Statement of fact that at the present time there 
are a great mamy more cash sales in proportion than 
there were, although the total consumer debt has grown. 
— is a lot more competition from other sources, 
4nd while the relationship of the wholesale has 


7 remained pretty much the same, the finance companies 
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have continued to carry the wholesale but have not 
received as large a Droportion of the retail. 

THE CHAIRMAN: Aside from the chartered 
benks, what are the other sources of competition? 

MR. SAUNDERS: The credit unions, the 
personal loan companies, whatever Sources of cash 
are open to the customer. The main sources would 
be the personal loan companies and the credit unions. 

THE CHAIRMAN: Do credit unions do a very 
large business in automobile financing? 

MR. SAUNDERS: They do, yes. 

COMMISSIONER LEMAN: Isn't it mostly in the 
Second hand part of the field? 

MR. SAUNDERS: Again, they don't engage 
in wholesale financing, but their membership is 
encouraged tc do their borrowing with the credit union, 
and this would apply whether they are buying a new 
or used car, or any other item. 

THE CHAIRMAN: Yes, but if they buy a 
new car and want a fairly large amount of credit, the 
credit unions, I would have thought, would be rather 
limited in the volume of business they can and cannot 
do; it is a fairly big item to buy a new automobile. 

MR. SAUNDERS: I think a lot would depend 
On the size of the credit union. Some credit unions 
would have no difficulty in financing wale cee and 
others might have ceilings on the size of individual 
loans which would be below new car levels. 

COMMISSIONER LEMAN: So, your competition 
between finance companies stops at the dealer level 


@nd you offer him a package of services that he 
Considers more advantageous for his own purposes, and 


y a | 
; - 1 


Baye teepio sche. 
Idolrvissamoe Yo asstues -redto. add ¢ 


aid -egolnu bapetncede >» CARCHMUAS Bs) ae 


pp LA 


dees te oped “poweadath’ ~mecegqmod, sos es 7) 


7 | . binoy aeouwos miso ai? 32 2uo ods, ar nege 
| a | i ae 
{ +> 


a. 
= . at bow sdi bas eafraqnos segt Lenpeved & ; #6, 
3 te » 
Ey ob amos thoxo oG <MAMALAHO BRP. Gane) a 
| ee y 7 ‘ 
6 j : A ng a 
. ) Pomivaacit’ eIlidesetus at saetlesd <n 
) 
j eg | : 7 
; 23%. .ob wed? + Bemtvtae LAM!) ee ed 
‘ ay 
{ taom oi siaed, -<WAMad Sere ae 
| [eit ea to gueq based, bao 
and didob vers .abesA . -QAROMUAR 2M” 
» 
re t qitenodmen sLedt ‘tud .patenenst efeastanh ¢ 
. ei puodnean aLeds gud RAS OAAR: alsa a 


,woteg tibege eid dddw gatworwted aledy of o2 beganniens 


tyud ete yadt solteds. yigge Siwow eid? Bas 


ott reddo wre a9) tho deem 


tiisso Yo Jmwors ogtel ¥ieigl s Gsraw Sas 260 


, @ \a 


~_ 
te 
ih 
( 

4 
<a 
on 


‘ 
. @ VWUS yout 22 tec .eeY sMAMBLAHO ERT | “il 
/ 
; iJow ,tegueds eves, &luow I yesotau tiber 


16! 


Jonnass Sx Teo yest, seontaud to. emutey, scdz “wb, betzoula 

Ca ay 

alidomoswe wad « gd et motl.atd ylaletvs at tL. 4 
y = 


bausash. binew tol e wat’. L +8 nuAg .2N 


a 


iia at wart aniousatt inbeyp uot, on oved.t 
fevbivibrit te egies eas mo: mastitas evad. gta 


| SAE Cy, “xb to ono, moth, thpsxe sid to nen 
J 

| 

| ‘vpthasras ' 185 sent yes ad sacar de 
' 

tole iteqnoo 19907 oe 
fevel celseb oct Je, 


: iy 


Co pre 


é 
= 


ye 


i 
¥" 


hy y 


Nethercut & Young - 5358 ‘e 


Terente, Ontario 
then he competes with other dealers on prices, mostly; 
1 there is no feeling among the purchasers of automobiles 


2 that they are better orf with one finance company than 
3 another? 

4 MR. SAUNDERS: We think aera ia: we try 

5 to build customer loyalty through the relationship 

6} which develops between that customer and ourselves, 

7 and we would like him to feel that his account was 

8 well serviced. We provide him with certain services 
9 which are implicit in the financing arrangements; 

10 3 insurance would be one of them, but there would be others], 
il Sometimes people who borrow on this basis 
12 have problems to do with their financial arrangements; 
13 maybe they want to change the payments from one date 
14 to another or want to increase or reduce the amount 

15 of payment which they are going to make. In the 

16 case of commercial accounts, they may want to ada 

17 to their fleet of cars, or go out and acquire some 

18 other equipment. These are all areas of discussion 
19 between the finance company and the customer, © so. that 
207, we feel the customer is aware of the company he is 

21 financing with. 

22 COMMISSIONER LEMAN: Thank you. Have you 
43] ever seen dealers advertise who will say that the 

24) People should buy their cars on their terms because 


25 | they will then get a contract with XYZ company? 


26 : ae me Ge : | 
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MR. SAUNDERS: Yes, I have seen that 
Quite often. Of course, they do not do as much. 
as one might expect. perhaps, because other dealers 
have the same financing possibilities through the 
same company, but, occasionally, if a dealer is 
looking for another sales point he will mention that 
he is supplying financing through such and such 
a company. 

COMMISSIONER LEMAN: I think that completes 
my questioning on this Section, Mr. Chairman. 

COMMISSIONER BROWN: You oe GUuLveway DOING 
about salesmen going aeaeee and talking to these 
dealers and offering different ideas of service, 
and so on and so forth. You also mention the fact 
that when you approach a dealer he has usually been 
there for a long time. In fact, how effective are 
these salesmen in getting dealers to change? How 
much change does take place? 

MR. SAUNDERS: I do not know that I can 
measure it exactly, but a change does take place, 
Any particular dealership is not likely to change 
two or three times a year, but there is a turnover, 
and the very fact that there are more companies 
now than there were 10 or 15 years ago is an 
indication that new companies have come in and have 
Obtained business. 

There are, basically, two areas, There 
WaS a period when there were a lot of new dealers, 
and when new dealers bought out somebody else. 


Such a dealer will make a change for some reason or 
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other. He may have a preference for one company, 

or is open to seheamahentp at that time. The other 
thing is that there are times when, for instance, 
money is either scarce or ig very free, and then 

a dealer may perhaps want to take another look 

to see if the service he is getting from his finance 
company is any different now from what it was when 
me lirst made his arrangement with it. I cannot 
tell you how much turnover there is, but there is 

a reasonable amount. 

COMMISSIONER LEMAN: You have Opened up 
One point that I had forgotten about. Do finance 
companies other than the captive ones -- naturally, 
the captive ones have a preference for the type 
of automobiles they like to finance -- develop these 
preferences? In other words, would these changes 
that might occur when a dealer changes his 
accommodation from one finance company to another. 
have anything to do with the fact that he has 
changed his dealership and is handling a different 
tine of cars? 

MR. SAUNDERS: JI do not think so. I 
think all the finance companies are more or less 
prepared to service on the same basis. If, for 
instance, somebody started out with a relatively 
unknown line and brought in a car from another 
country for which parts were not available, then 
there is no doubt that some finance companies would 
feel there is more risk in handling that particular 


Product than in handling a well established product 
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that is already on the market. 
In a case like that a great deal of 
weight will be put on the financial strength of fe 
dealership, and the soundness of its operation, 
There may be the point where one finance company 
will become convinced faster than another that 
the product is here to Stay, but that would be more 
the exception than the Tuls. 
COMMISSIONER LEMAN: Does that give us 
a key to the reason why some manufacturers have 
gone in for financing the sale of their products2 
Is it the feeling that the general finance yee 
not tied in with a Ce OM do not adopt methods 
that will promote that manufacturer's product 
peewell, OMmisat just the profitabilityoof the - & 
Pinancing that induces them to g0 into this business? 
MR. SAUNDERS: I could not answer that. 
We have our ideas about it, but we do not know 
because they do not tell us what they real la think. 
MR. WILLMOTT: I think it is fair to 
Say that very Pee eel vi Vaathe noRtees eee S 
In our own case we have had many dealers who have 
been with one manufacturer -- say, General Motors -- 
and there has been no hesitation about our still 
receiving the business. But, there have been | 
certain instances where, when switching . General 
Motors, they have actually gone along with the 
General Motors plan because the service is available 
very closely to them, but to our knowledge I do not 


think there has been any direct coercion, or anything 
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like that, so far as the manufacturers are concerned, 

COMMISSIONER BROWN: Could I go back to 
one answer that Mr. Saunders made car lier i Tie 
discussion? When we were discussing the 
recommended amount of the down-payment I think 
you expressed the opinion that the Gee Ler 1a. ne 
did not play along with you; had the option of 
either keeping the paper himself or selting Tuto 
_ somebody else. [In fact, if the contract has been 
Signed by the purchaser on your documents has the 
dealer the option of Selling Draco Somebody else? 

MR. SAUNDERS: Yes jicdve Has: 

COMMISSIONER DROWN 2% Dorcantst iy epe sold 
tO somebody else? 

MR, SAUNDERS: Yes. The documents are 
pretty standard conditional Sales agreements, and 
whether the assignment is printed on the back or 
on the front there is an assignment to the effect 
that the contract will be assigned to such and such 
a company. It does not in general practice happen 
that that assignment is crossed out, and another 
assignment to somebody else is inserted. It is 
not something that we encourage. We do not want 
to be stationers. However, it does happen, and 
Probably more often than one would think, 

THE CHAIRMAN: With respect to retail ° 
financing you emphasize the credit service that 
you Supply. You say it is unmatched in respect of 
the efficiency with which the credit is provided. 


How does that compare with the service that the 
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chartered banks Supply? 

UR. SAUNDERS: It is a somewhat 
different service. The sales finance industry has 
its reason for existence in assisting ern 
and dealers to retail their merchandise, The service 
there is to enable people to buy and pay for what 
they buy over a period of time, and the credit 
service is geared to assist the dealer in making 
these sales. This is why we call this segment of 
the industry purchase credit. All other forms of 
credit are what we call loan credit, and loan credit 


is based on negotiations between a potential borrower 


and a potential lender, and it does not have any 
merchandising adjuncts to it. 

THE CHAIRMAN: Well, what is the 
Superior efficiency of your Operation in the credit 
Penvice? «1s it the Speed with which you are able 
to make the investigation and make a decision, on 
is it the cost, or what is it? 


MR. SAUNDERS: Speed would be one 


of the major items. For instance, many automobiles 
are bought in the evenings or on Saturdays when 
perhaps a husband and wife are shopping together. 
The general pattern is that if they find a car they 
like then they want to get into it and drive it 
away there and then. A dealer who is familiar with 
the company's policies with regard to credit is in 
& position where he can say, "That's fine. If you 
Want to drive this car away let us complete all the 


arrangements right here", and within five or ten 
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minutes the transaction can be concluded, This, 
of course, is definitely an item of Service to the 
customer, 

THE CHAIRMAN: That is a service ~ 
that is not equalled by any competitor? 

MR. SAUNDERS: Not to my knowledge. 

THE CHAIRMAN: Would it not be provided 
by the credit unions? 

MR. SAUNDERS: No, As I have mentioned, 
usually that type of arrangement is made between 
the borrower and the credit union. The borrower 
May go to a credit union and say: "I expect to 
80 out and buy a car", He then asks if Ne Us. going 
to be able to obtain $800, $1,000 or $2,000, or 
whatever the sum is that he needs to buy this car, 

THE CHAIRMAN: He would go to the credit 
union before he looked for a car? 

MR, SAUNDERS: Yes, that is right. 

THE CHAIRMAN: But you are talking about 
@ person who goes into a car lot of some kings om 
into a dealer's premises, and sees a car and wants 
to buy it right away and take it away with him. 
That is the sort of service that could not be obtained 
from a competitor at all? 

MR. SAUNDERS: ‘that is GOrPect.. ldo 
not mean to imply that all cars are bought on a 
Straight impulse basis. ‘The buyer may have looked 
at that particular car sixteen times before... 
he decides to omy ati 


THE CHAIRMAN: I know. I just wanted to 
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get a picture of your industry as compared with 


that of some of your competitors, 


MR. SAUNDERS: That is right. That would 
be an important difference, 

THE CHAIRMAN: You also mention that your 
interest rates are closely comparable to the bank 
rates for similar business, or comparable to the 
new car rates offered by your other competitors. 

You say they are closely comparable. Can you elaborate 
a little on. that? 

MR. SAUNDERS: Well, not all the rates 
of the different banks are exactly the same in this 
type of business. The rate that the banks charge 
seems to be made up a cat of interest and partly 
of a service charge, and in that respect they are 
Similar or comparable. They are not exactly the 
same. The same statement could be made about our 
rates, Rates are not exactly uniform between the 
companies, but they are comparable, and they are 
approximately the same. 

THE CHAIRMAN: Do you regard bank competition 
aS very serious? There are certain advantages that 
the banks have, as you have mentioned at different 
places in Aaa brief. Apparently the banks' business 
in this field has been increasing quite rapidly in 
mecent years, What does the future hold with 
ae to that competition? 

MR. FLANAGAN: We feel in a free society 
Such as ours that competition provides the consumer 


With a number of advantages. We have found 
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that the banks and the credit unions are extremely 
competitive in durable goods financing. I think 
you have heard on recerd before your Commission 
that 20 per cent of credit union loans are made 
for the purpose of financing automobiles, 
We have heard individual estimates from credit 
union officials that run bigher than that. Bus. 
getting back to your point, we feel that bank 
competition is good from the consumer's point 
of view because it causes all competitors to enhance 
their services. It certainly causes us to 
improve what we are doing. 

We feel that competition has done another 
thing that is good for the general economy of Canada, 
in that it has created a new market. We have 
noticed that although our industries vate. of 
growth in recent periods has remained in a Status | 
quo position, there has been an increase in the | | 
absolute number of ecole using consumer credit, 
and from that standpoint we believe added competition 
has been good. 

I think I express the ma jority of the 
views of the people in our trade association when I say 
that this type of competition will serve our own interes 
in the future, and I am sure we will again enjoy a 
better portion of the total market than " have in the 
last couple of years. We will continue to do things to | 
improve our service and this will result in additional 


future business. 
THE CHAIRMAN: I would like to ask you 


about commercial and industrial finance. That has 
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become quite a Substantial area, [It is an intermediate 
type of financing. Is there much competition in this . 
area of business from other sources? - 

MR. TRUDEAU: There is very strong 
competition in that business, first of all, amongst 
ourselves. More and more saies finance companies 
have developed a department of Specialists in order 
to expand their participation in commercial and 
industrial financing. To some extent we do compete 
with the chartered banks for’this kind of financing, 
and that competition comes to us in two forms. 
in some instances the chartered banks will lend the 
seller of industrial equipment funds secured by 
instalment contracts that are created by the 
seller, To that extent there is competition. 

Also, the chartered banks will make either 
On a very formal basis a term loan, “or, “in many 
instances, what I would call an informal term loan. 
With respect to the latter type of loan they 
actually know the purpose of it is for financing 
the acquisition of machinery or income-producing 
equipment, and there is an understanding that this 
Particular demand note obligation will be reduced 
at the rate of so much a month or so much a quarter, 
and that rate will be based on the earning capacity 
of this new equipment. In that field there is 
very strong competition. 

THE CHAIRMAN: Were you the first in 
this field or area of financing? 


MR. TRUDEAU: I do not know that we were 
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actually first. We have been in it since away 
back in the 20's, It was not an industry that 
grew very fast until Subsequent to World War shales 
really. It has taken much hard work on the part 
of our members -- Dee a: and our competitors -- 
in establishing a position for us in this field, 
and an understanding in prospective users of 
macinery and equipment that we are pretty decent 
people to deal with; hee we are not just a free- 
balling loan operation. We are pretty well accepted 
by sellers and purchasers of machinery today. 

THE CHAIRMAN: The credit risks are 
generally good, are they? 

MR, TRUDEAU: Generally good, although 
in many instances the amount of credit extended 
in relation to the worth of the user 2s quite 
Substantial, and it takes a bit of know-how and 
understanding on the part of a sales finance company 
to recognize that there 13.208 Lb Vet thane purchaser's 
Organization for the taking of this equipment and 
machinery and earning a profit with it. We 
Tecognize that over and above that they need to 
continue their business, plough back profits and 
build up a surplus to actually pay for the machine. 
There is an element of risk. 

THE CHAIRMAN: You make the statement 
that this type of financing is available for all 
types of revenue-producing machines and equipment 
at the present time. 


MR, TRUDEAU: That is right. 
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THE CHAIRMAN: For how long has 
that been true? 

MR. TRUDEAU: Longer than I have been 
in the business. We are using the same break-down 
of types of commodities that we handle that were 
used 25 years ago, when there were about 45 
different classifications, ineluding sa couple that 
are catch-all and miscellaneous that pick up what 
we have not a definite designation for, 

THE CHAIRMAN: AHENGAVOUW alse dela 
certain amount of business in term loans; is that 
eorrect? 

| ME. TRUDEAU; = That is correct, yes. 

THE CHAIRMAN: Could you BiAve US) a 
little better.picture of the sort of business that 
that contemplates? 

MR, TRUDEAU: Our term loan business 
we feel is in an intermediate GaveZOry... Luamnore 
or less fits between the kind of short-term credit 
that is usually provided by the chartered banks 
and maybe the longer investment bank type of 
credit. Our initial ventures in this field were 
based Strictly on the lines of lending money ona 
term basis over a period of from three to five 
years, and in more recent years we have extended 
that period up to maybe elgnt.or ten years. Initially 
we wanted the security to be income-producing 

machinery and equipment, but more recently some of 
us have been willing to stretch a little beyond 


looking at machinery and equipment as our only 
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security and have taken On, possibly, real estate, 


THE CHAIRMAN: We will adjourn now 


for 15 minutes. 


--- Short Recess, 
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--- Upon resuming after the recess, at 10.50 A.M, 
THE CHAIRMAN? We will now resume, 

COMMISSIONER LEMAN: Gentlemen, I was 
wondering if we could get a better perspective of 
all these various fields of lending that the finance 
companies are now involved in. Do yOu THink 1G 
would be possible to set down a range of effective 
interest rates that you get on the various types 
Of business ~~ retail, durabie.goods, wholesale, 
capital loans and business-term loans. From all 
your charts and tables here, and median fates, your 
charges are expressed as a finance charge per day 
in certain cases and expressed differently inother 
cases. The temptation is to Get. back to the range 
of effective interest rates to the finance company, 
Would it be possible to set those down? 

MR. WILLMOTT: Do you mean how much 
we charge for capital loans, how much for retail 
financing, how much for wholesale, et cetera? 

COMMISSIONER LEMAN: I understand perreculy. 
that in this field of loaning there are different 
Service costs involved, but nevertheless they do 
end up in giving an effective interest rate that you 
charge on different kinds of loans. Would it be 
Possible to start with, say, retail automobile 
financing? what is the range of effective interest 
rates which you get on that? And then go on to 
wholesale financing of dealers and capital loans, 
and state the interest rate on those, 


MR. TRUDEAU: You are suggesting a 
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Supplementary report with this information? 

COMMISSIONER LEMAN: No, I thought you 
might set them down now, in approximate terms and 
expressed as a range -- I don't think a can say 
24 1S.80.much. 

f have done a little figuring, and I don't 
know whether my figures are wrong or not. 

MR. TRUDEAU: Mr. Leman, I don't think 
any one of us would be capable of running it down 
accurately enough to want to present it as public 
information right now. Thinking, for instance, in 
this field of wholesale financing, those of us who 
ere Charging: a flat charge for a period of 60 or 90 
days, plus a certain amount of interest, »-find.that 
the effective rate of interest varies Substantially, 
depending on how capable the dealer is in turning 
Over his inventory in a Burr ys 

Also, you have to back into this what. 
is our cost of insurance, Actually, we are providing 
some insurance that we have to buy out of this flat 
charge, and I don't know whether anyone here would 
know exactly what that is. 

COMMISSIONER LEMAN: It makes me wonder. 
I have the naive idea that if I were managing a 
finance company I would ask myself this: When I 
put a dollar into this particular type of loan, I 


get so much return on that dollar. 6nd. if. 1 pitted ¢ 


in another type of loan, I get so much on that dolla... 


MR, TRUDEAU: When establishing a rate 


Structure we have to think in terms of much more 
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than the return-on a dollar. I am not quite as 
familiar with the detailed arithmetic of our smaller 
balance business as are some other gentlemen here, 
but I can actually quote some figures that we use 

in the larger balance items. I could comment on 
some of the actual decisions we have had to make, 

For instance, we know that it costs us 
at branch level $8 per instalment to service an 
industrial account. That does not provide money cost. 
That does not provide sales expense at the branch 
level. In addition to this $8 cost, our sales 
expense at the branch level is POUENI Y= S75" to $100 
per transaction. 

Now, you get into the field of purchasing 
instalment contracts -- some have a balance of 
4.000, some of $5,000 and up to $10,000, and some 
up to larger amount, I noticed, for instance, in 
the brief that waS presented by Industrial Acceptance 
Corporation mention was made of the fact that 
49 per cent of their commercial and industrial 
transactions have a balance of less than $1,000. 

Now, if we took a $1,000 transaction, and 
we £et rieht to the very top level of that: Let us 
asSume that we charged a finance charge no higher 
than 6 per cent for 12 months, which converted to 


Simple interest might be 11 per cent on a 12-month 


transaction. We still only have an income of $60 
for that $1,000 transaction, payable in twelve 
equal instalments, 


For us to get concerned about what per cent | 
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per annum we are dealing with, does not mean very 
much, because the only factor that goes into our 
cost that is based on per cent per annum is the 
cost of money. Everything else is based Onn cost oO. 
handling. With a $60 Gross income, if we are in a 
field where we have a cost at branch level of $8 per 
instalment and a sales cost of $75, there isn't 
much profit in the ecal win addition, we have to 
borrow the money, and we would like to get up 
adequate reserves for losses, and make a profit, 
_ Now, we handle transactions of that type 

very often in order to Service a seller who also 
creates larger transactions. We may also handle 
transactions of that type unprofitably, because 
we are dealing with a purchaser of equipment who 
might be a steady purchaser, and therefore we are 
going to handle one deal in order to get another one. 

But speaking very honestly, and not trying 
to beat around the DUS, ain establishing rate structures 
we are not as concerned about interest rate as many people 
think we should be. I do feel we could come up 
with the oe you are asking for, but I think it 
would be very difficult to do it here, Those ranges 
Would spread over quite a wide area, 

We also, in small balance paper, get into 
the problem of minimum charges. My own company has 
& minimum charge réquirement of $50. We don't 
Set that down as a charge in order to get an exhorbitant 
financing rate on a $100 deal; in fact, what we 


Want to do is discourage the $100 transaction, 
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Again, we may make exceptions, 

- THE CHAIRMAN: Is it right to say that 
these ‘capital ans "to dealers, and perhaps the term 
loans -- maybe pes an &@ bit, I don't know --- 

a “MR, TRUDEAU: They overlap to some 

extent, , 

THE CHATRMAN: But is it right to say 
that Ener art chose “1 Gatis are applied for when a 
person may not qualify for Such credit from other 
lending institutions, as you have mentioned in paragraph 
5/f, the last Sentence: 

Wire quently a dealer will not qualify 

for such créeqiyes —" 
that is capital loans: 

"from,other lending institutions." 

MR, TRUDEAU: That is likely to be the case 
in some instances’ where the applicant is applying 
for a pani bance Now the definition of a capital 
loan, as explained in this particular paragraph, is 
a loan made to a dealer who is in the business of 
apie eeantes instalment paper that we wish to 
purchase, and in effect the loan is to contribute 
to inducing: that dealer to favour us with all or most 
of his instalment paper, 

THE CHATRMAN: And these loans are for the 
Purpose of improving his facilities? 

MR. TRUDEAU: That is right. 

THE CHAIRMAN: He may need the capital to 
construct a new building. 


MR. TRUDEAU: Could: be, 
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THE CHAIRMAN: Or for any other purposes, 

MR. TRUDEAU: To add to his building or 
extent his service facilities. 

THE CHAIRMAN: Even though this business 
may not be profitable to you, it becomes of importance 
to you for the ultimate effect OF a es, 

MR. TRUDEAU: That is COrPeCE. 

THE CHAIRMAN: Getting more of the 
dealers' business and allowing the dealer to expand 
his business. 

MR. TRUDEAU: That is PLING, 

THE CHAIRMAN: So that you don't regard 
this sort of loan as having some future expansion 
in a general way; it is more or less limited to the 
way you suggest? 

MR, TRUDEAU: That is correct. 

THE CHAIRMAN: Is there any future for 
it? 

MR. TRUDEAU: We make similar loans that 
Stand on their own feet, both credit-wise and from 
an income standpoint. There are what we call direct 
mortgage loans to industry; they are in the category 
Of capital loans. But in that type of transaction 
we have entered into negotiations to lend money 
to a sound operation on the basis that we feel 
is safe, secure from our standpoint, and also 
profitable. ; 

THE CHAIRMAN: Could you give us any idea 
of the rates of interest or the range of interest 


rates? 


: Mh oat) 2 ams AAS, 


oie a a 


tipeat 


« 

Jab Yo. testis eats a 
ik enemy et sed? AVARIUAD eae 
ae te oe: antites hentai aa ae i 


Fe ie 
rns gee ‘Ge snake $0! gateotts bag seenteud tenet | 
: Re : ie : ’ yy yu Ae * : : ip i) 


u date et sere stiaROeT sm | 7 


F 
Ss Seis 


: ‘ 
| Sragatt 0 nee BOM, amet og. — THAMASARD a! to 
) NOLEN EGR anit spe grbvad 8 meot ‘to 7108 sted’: 
| 


art ad ‘ope nets attl so nom ak of) gyaw| feveng 8 nb | 


| on Sieengue Loy yal 
eddtot 3b, ted oe c 
| | TQ StS a, Ok ae TE, rey 
| fe 


et gnasol isiinte alan OW sVARQUAD. .zM wii 
hoch bus sa/-dRbene pied geet hwo sled ae boars 


rw 
sselb ifso aw csr ote, oceans statogbrese emosnt | 
WLISEISy..ec/ Mh ota yer’ er ot ansol “auayi =e 
| feltetecsty 20 sguy dare ch: Saks euaol Istiqas ve 
Yaron aol od srottel rope O@tAr bersdite =ved 


rg6% sw decd élead\ siitlede Rottetego bavoe s : 


cele bes .cmoghnegaytia mart omose.,s 


7. 


SS ae  soldata™ 


Sas, ye ea evig way? nee snaLAHD rire 


TeeTsdes Yo" Rast 


Nethercut & Yeung = anv gts was 


Terente, Ontario 


MR. ROSS: Mr, Chairman, I would like to 
go back and talk about some of the areas of interest 
income. Provided we stick with large balances, it 
takeS on a connotation of more interest than Service; 
but when we get down to the Small consumer credit 
balances on electrical appliances ana SO O05 “Lt A's 


impossible to deal in terms of interest, because 


anew car differs from an old car, balances are higher 


On new cars than on used cars. There aler avia.t 
of reasons why we don't consider interest rates, 
The charge then becomes tO a great extent one Or 
Service, 

But in these Large, industrial) balances 
I-think.the SOing rate at the momer.t, competitively, 
is a 6. per cent flat rate, The charge is one-half 
of one per cent per month, which, as Mr. Trudeau 
Said, is ll per cent per annum, 

We are in a competitive market, and for 
a particular reason Somebody may get it at 9 per 


* 


cent, at 83 or at 10, but by the same token, as the 
balance comes down the rate of return goes up. When 
you get down to, say, $5,000, you might be getting 
12 per cent. But. when you get down to the smaller 
balances and endeavour to explain this in terms of 
interest per annum, £ think it is unrealistic, 

In so far as capital loans to dealers 
are concerned, which is an assistance to get them 
into business, keep them in business, or let them 


€nlarge their business, it is a competitive thing, 


and the rate is, say, 6 per cent, 63, or 7 to 73 
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per annum, 

THE CHAIRMAN: That does not include the 
service charge. 

MR. ROSS: There is no service charge; 
it is straight interest ver annum, from 6 per cent, 
If you get a real S000 dealer, who is a ee trader, 
and competition is tough, it might be een Slightly 
less than that. In other words, we are ina 
competitive market and have to get all we can get, 
provided it is within the law and provided the dealer 
Wid 1 pay. it. 

In 80 far as the loans on real estate, 
on interim mortgage financin » and heavy equipment, 


spread over 3, 5, 8 or cerhaps 10 years, 


ct 
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I think 10 per cent per annum would be a good figure, 
though that could vary 2 per cent either way. 

19 per cent would be the range of charges we get, 

But to go into the consumer end of the business would 
be to depart so far from the philosophy of interest 


just does not make sense to talk about 


per annum, it 3 
Lt. 

THE CHAIRMAN: Are you familiar with 
two companies in the United States, tne James Talcott 
Corporation and Walter Heller Company ? 

MR. ROSS: ‘Yes, slightly familiar, 

THE CHAIRMAN: I understand that they 

méke loans to finance inventories and receivables 
to the manufacturer and wholesaler, and their charges 


Pange -- at least this is the information I have -- 
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MR. ROSS: I think that is correct, 

THE CHAIRMAN: Does that indicate anything 
in particular? 

MR. ROSS: That is a different type of 
business, That would be factoring or commercial 
financing, which is the han ling of accounts receivable 
and inventories. Again, there is a lot of service 
included in that 10 or 15 per cent, but those are 
the rates they make. Sales finance companies in 
Canada are not in the type of business that Talcott 
and Heller are in, not to a very great extent. 

THE CHAIRMAN: They have a subsidiary is 
Canada. 

MR. ROSS: Yes, they have a partially owned 
subsidiary n Canada, known as Industrial TaLecouea, 

THE CHAIRMAN: Has that developed a large 
area of business, or is it in the early stages? 

MR. ROSS: It is in the early stages; it 
is coming, but Slowly. Incidentally, the rates are 
Similar to or less than their charges in the United 
States, 

COMMISSIONER LEMAN: Mr. Chairman, may I 


ask a question? 


I don't want you to misunderstand what I 
am really asking for, so far as this Commission is 
concerned, and in order for us to understand how you 
Operate in your various fields of loaning. 

You have a long discussion here about the 
Way finance companies can disclose their charges, 


énd you may be talking about the way it would be done 
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vis-a-vis the public. But we on the Commission 
are not ae the public, and that is why I am 
talking about ranges of interest rates in practice -- 
the effective interest rates to the companies, 

So far as the public is concerned, you 
have in paragraph 87 (3), subdivisions (2 ion (GBs 
(c) and (d) the argumentation there about disclosure 
Peitcrent GALS. sic. am wondering if in the eyes 
of the public perhaps the thought has developed that 
your effective interest rates are higher or lower 


than they really are, 
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MR. ROSS: Are we into this Subject of 

disclosure now? 

COMMISSIONER LEMAN: No, I am not. I am 
Just saying, I wonder if by creating a little mystery 
around the problem of establishing an effective interest 
rate, the public's reaction to the mystery is usually, 
"These people are charging more than they are willing 
to admit." Could that be the reaction? 

wR. ROSS: In so far as disclosure is 
concerned, we feel there is Such a wide variation in 
the interest rate per annum that the difference between 
the cash price and the time price -- be it this type 
of equipment or a $200 used car or $5,000 new truck -- 
there is a big difference, the a enyae SO wide there 
pee dittle use in trying to establish a per cent per 
annum to it. Because if I buy a home for $50,000 and 
give the seller a note for $50,000, payable in 60 days, 
I think that is interest. But when I call a plumber 
to put a washer on my tap and he puts it On,. and it 
is ten cents and he charges me $5.10, then that is 
Service, That is when we are down into the financing 
of these Backs balances. It is much more weighted 
to the service end than the interest end. I would 
like to go one step further and say that the sales 
finance interests for 30 years, to my knowledge, have 
always made full disclosure of the difference between 
the cash and the time price to the purchaser. 

There are exhibits in our brief as to the 
contract forms that are used, and they have been used fo 


8 great number of years. It shows the cash selling 
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price, the down payment, the unpaid balance, what is 
added for insurance -- and that is specified as to 
what the insurance coverage is -- and we have a finance 
charge which makes a total deferred balance which is 
repayable in so many instalments over SO many months. 
There has always been full disclosure of finance charges 
the dealer makes to the public: 

COMMISSIONER LEMAN: TI recognize the 
difficulty, and I know it is not a Simple problem. 
Buc if you find it difficult to discuss this range of 
effective interest rates, would you be WililTing to file 
Something with the Commission, discussing this thing 
and giving us abroad approximation of how, in practice, 
you end up earning on the various types of Lending: 
activities. 

MR, TRUDEAU: In the area Mr. Ross was 
commenting on it is relatively simple when you get 
into the larger industrial transactions. I think 
that he very clearly covered that; there is a range. 
Even the normal charge of 6 per cent flat rate for each 
twelve months, the actuarial yield return on that reduces 
aS the term increases. So that with a 10-year 
transaction a 6 per cent charge would be very close 
to about 10 per cent. 

COMMISSIONER LEMAN: I sat down and came 


to the conclusion, all by myself, that 6 per cent 


on a 12-month loan would Bive il-per cent.) Bay 
Someone told me that in practice on those loans you 
Probably end up earning somewhat less than 1l per cent. 


So, what I would like to know is if the Council can 
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tell the Commission, in a Supplementary paper you might 
serd to the Secretariat, what, in practice, is about 
the range of the earnings per dollar invested? 

PR. GROSS! We wag. try to do that. 

MR. SAUNDERS: I think it is the use of the 
word "interest" which confuses the issue, because in 
the sales finance business we do not think of our 
charge as interest; and, in fact, it is not interest. 
In our lending operations -- whether it is a capital 
loan or wholesale, or chattel mortgage loan, or 
loan against real estate -- there is, of course, 
interest involved which does have a part in our 
transactions. But our charge originating out of 
a transaction between a buyer and a seller is not 
exactly in the nature of an interest charge; and I 
think that is perhaps where this issue is a little 
confusing. 

MR. ROSS: If this is on the subject of 
Bee iosires we have some more we would like to say 
about it. 

THE CHAIRMAN: That is a big point and 
is yet to come. 

COMMISSIONER LEMAN: . I am not discussing 
disclosure. 

MR. ROSS: Fine. We will try to produce 
that information for the Commission. 

THE CHAIRMAN: Has it ever been the practice | 
of any of your companies to take an equity position 
in commercial and industrial machinery, and that sort 


of thing? 
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MR. TRUDEAU: To my knowledge, no. We do 
not do it, and I do not Know of any company that does, 

THE CHAIRMAN: I Just wanted to kanal ytthat. 

MR. TRUDEAU: Yes. 

THE CHAIRMAN: What about leasing equipment? 
That is quite a popular method of acquiring machinery 
and equipment for a manufacturing concern. 

MR. TRUDEAU: It is more a popular subject 
for discussion than a popular method. This is true, 
even in the United States, where the largest equipment 
leasing company, as I recall it, does not acquire 
any more than $20 million or $30 million of assets 
in a year, which is relatively small for a country 
the size of ‘that one. In Canada four or five -- no, 
I guess probably as many as eight or ten of our members 
are in the equipment leasing business to some greater 
or lesser extent. I do not think any of us have any 
large volume of that business on the books. 

THE CHAIRMAN: Are there any advantages 
ina leasing arrangement as Opposed to the sort of 
loans you generally make? 


MR. TRUDEAU: There can be some advantages, 


Because of the fact that our chartered accountants still 
either make no mention of leasing obligations ors if 

they do mention them, they are in the form of a 

Notation at the bottom of the balance sheet; so, in 
effect, a leasing transaction makes the balance sheet 
look better because it does not show the fixed asset 
below the line, on the left side of the balance sheet, | 


With certain direct liabilities on the right side of the | 
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balance sheet. It makes the balance sheet look as if 
there is far less debt to worth than there might be. 
On the other hand, I think many of us in looking at 
Statements today are much more conscious of the fact 
there could be some lease obligations, and we do dig 
in further and find out what they amount to and deal 
with the credit accordingly. 

The other kind of advantage that you hear 
about, that might have some merit in some instances, 
has to do with income taxes, About 411 I can say 
about that is that there are times when the timing 
of the payment of taxes can be Juggled to some extent, 


legitimately, but in many of those instances what might 


be an advantage to the lessee wind up as an equal or 
off-setting disadvantage to the lessor. So, in negotiating 
these lease transactions the lessor has to be alert 
enough, when agreeing to terms and options and what- 

ever else might be included in the transaction, to 

be certain that what he is giving as an advantage 

might not turn out to be a serious disadvantage from 

his standpoint as lessor. Beyond that we see a 

bit of advertising to the effect that in leasing 

you do not need to have an initial equity in the 
€quipment. After all, if a user of equipment has 

800d enough credit to justify some one in our business 

in passing credit, it would not make any difference 
Whether the transaction was with leasing language 

Or conditional sales contract language. It does 


Not make the credit any better. That is Just one 


of the things thereis more talk about than anything else. 
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COMMISSIONER LEMAN: You do not think that 
the structure of our corporate income tax has put 
@ definite bias in favour of leasing? 

MR. TRUDEAU: No, sir. 

COMMISSIONER GIBSON: Are you being pulled 
more and more into this leasing business by purely 
competitive factors? 

MR. TRUDEAU: The competitive factors that 
probably pull’us into it more are the aggressive sales 
Solicitations that some manufacturers get together. 

In other words, they find business is 4 little dire it 
right now, and maybe the thing to do is not to talk 
about the selling and they say, "We will lease it to 
ve) s ieee To that extent more and more people want to 
talk about it. From an actual Standpoint, at least 
to my knowledge, there is not a lot of equipment léasing, 

MR. ROSS: I would say there is a lot 

of leasing talked about because there seems to be’ 

a feeling that in here somewhere there is a saving 

for me. When:the accountants are through with their 
Calculations it usually works out it is just as good or 
it is better if it is purchased. 

MR. TRUDEAU: Very often the lessee wants 
€4ll of these advantages that he has heard about, that 
@re Supposedyinherent in leasing. But, at the same 
time, he wants the residual value in the equipment 
and a PIight to it, and does not want to lose his right 
to that equipment. So, in effect, he wants all 


the advantages but he still wants the equipment. 


When he really analyses the transaction from all aspects 
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he finds he is better off to buy. AS a matter of fact, 


on Saturday afternoon I saw quite a bit of the details 


of a relatively large-sized vransaction that 
came to us which haa to be leasing -- nothing. but leasing 
would do. Fiom what I have just heard, now they 


are going to buy the equipment. 

COMMISSIONER BROWN: How about car fleets? 

MR. TRUDEAU: That business is growing and, 
in my opinion, will grow more. But when you are 
in the business of renting automobiles you are doing 
far more than just selling a finance gervice. You 
are using your ability to buy the automobiles right, 
at the right price and properly equipped, not over- 
equipped, just a car that will doa good: 5 basic 
Job, depending on what the fleet operator wants. You 
are also getting up an organization of people that 
can merchandise used automobiles, and in the business 
of renting automobiles you are not renting the entire 
usefulness of the asset» but only al parti of tims othe 
fleet automobile operator leases only from 23 to 28 or 
29 months, and there is far more useful life in that 
vehicle at that time, and it must be sold to someone 
else. So the leasing company must be in a position 
Properly to merchandise the sale of these used auto- 
mobiles and get the right price for them. The first 
thing the leasing company offers is a fleet management 
Service which can be quite worthwhile, to the extent 
that Proper reports are turned over to the fleet operator 
monthly, Semi-annually, annually, giving him the exact 


costs, on a per mile basis, of what each is costing, and 
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broken down into various kinds of cost. So, when you 
are Selling a fleet leasing type of deal you are far 
away from selling money. Many of the lessees are 
in a better position to borrow money than we are 
ourselves; and many are far bigger than we arey but 
they are buying a service. 

In the equipment leasing business we are 
Mote ina position..to Say that we are experts in the 
purchasing of any kind of machinery and equipment. 
The user of that equipment must negotiate the price 
for a transaction, must decide what kind of equipment 
is to be included on this particular gadget that he 
is buying, and he must assume all the risks of possible 
obsolescence and everything else, He is accordingly 
agreeing to pay the lessor the lessor's investment 
in that machine, plus some cost for the money the lessor 
has to borrow, plus a profit to the lessor, and must 
agree whether he is going to need that machine or 
not that must be paid for over 4 certain period of 
time, and that at the end of that period whatever 
residual value is left in the machine or piece of 
Equipment remains in the hands of the Lessor. 

COMMISSIONER GIBSON: I take it, from what 
you have said, you have Rta a lack of enthusiasm 
for this business. Is the pressure from automobile 
dealers who have entered the leasing business and the 
Pressure of competition pulling you into this further 
or not? 

MR. TRUDEAU: I did not feel there was a 


lack of enthusiasm. I think there is a real future to 
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the leasing of automobiles. 

COMMISSIONER GIBSON: Well, perhaps you have 
Just pointed out the difficulties. 

MR. TRUDEAU: Yes, there are erie but 
it is a ages business. I think a good part of that 
business belongs to the automobile dealer. Tha t» kind 
of leasing transaction which includes full maintenance 
and service is the kind of leasing transaction that 
the automobile dealer can best handle. 

COMMISSIONER GIBSON: And get his financing 
elsewhere than from a finance company? 

MR. TRUDEAU: Not necessarily. We are 
prepared to work with the automobile dealer who wants 
to be the lessor of a fleet, and we are doing it. That 
would appear statistically in our outstandings, pretty 
well in the retail automobile paper. i; do* Nov aihink 
we have pulled it out. In that instance we @re; not 
the lessor; the dealer is the lessor. 

COMMISSIONER GIBSON: What are, in effect; 
leasing operations appear in your paper? 

MR, TRUDEAU: Yes, that is correct. 

COMMISSIONER BROWN: They appear as retail 
ardinot wholesale financing? 

MR. TRUDEAU: That is correct. 

COMMISSIONER GIBSON: Would this be a sizable 
Proportion of the retail paper now? 

MR. TRUDEAU: It would represent quite an 
amount, but still a relatively small percentage of 
the total. I would almost hesitate even to guess, 


but in a few instances I can think of a couple of dealers 
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where as much as one-third of our outstanding with a 
particular dealer is in his leasing operation; but 
that is the exception. 

COMMISSIONER BROWN: In this ae 2 ae 
the dealer who is on the paper? 

MR. TRUDEAU: The dealer is the owner of 
the vehicle; he is the lessor. 

COMMISS TONER BROWN : And this is in large 
amounts because he is doing it on a fleet basis? 

MR. TRUDEAU: In some instances they limit 
their leasing business to small fleets of professional 
people, and the kind of automobile user that will 
keep the car in the area close to the dealer's 
establishment, because the dealer wants to be able 
to service it. 

COMMISSIONER BROWN: What sort of interest 
rate comes into the picture on this sort of transaction‘ 

MR. TRUDEAU: I would guess about eight or 
ten per cent would be average. There might be some of 
it a little less than that. 

COMMISSIONER BROWN: In other WOrds,) Moe 
Somewhere between the straight wholesale rate and 
the normal retail charges? 

MR. TRUDEAU: That is correct, because in 
that business we are not collecting; we are 
Permitting the dealer to collect for us and, in 
effect, we have a bulk type of transaction. 

COMMISSIONER BROWN: Do you do this on the 
basis of an. interest rate or on the basis of a charge? 


MR. TRUDEAU: Usually, as an interest rate. 
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THE CHAIRMAN: In paragraph 115, and the 
following paragraphs, you have a considerable amount 
to say about the Industrial Development Bank. Lado 
not know whether I want to deal with these various 
paragraphs in detail, but I think that there you 
very clearly set forth your view as to the SOre OL 
competition you are faced with from this bank. 
However, I would like your views on this. In the 
case of financing machinery and equipment, and such 
things as the Industrial Development Bank is 
entering into, assume the cost of financing through 
the ordinary channels, including finance companies, 
iS a considerable amount, and assume that on the 
Seco Of it it looks as if it is exorbitant, which 
may be perfectly justifiable from Your point of 
view and you could not do it for anything less -- 
from the point of view of the public, who are in 
need of financing of some kind, Suppose it appeared 
to be exorbitant and that through the Industrial 
Development Bank financing can be done at a more 
reasonable rate: would you think, under those 
Conditions, that it is unjustifiable to permit 
the Industrial Development Bank entering into 
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MR. ROSS: Yes, Mr. Chairman, we certainly 
do. The Industrial Development Bank was formed for 
the purpose which was to fill a gap and our contention 
is that they have crossed Over Anto freweue ya Or 
private enterprise to a very great extent, and 
this has represented a very serious loss of business 
to the sales finance companies, 

THE CHAIRMAN: Just a moment. I am 
assuming when I say that the finance charges are 
very high -- and it may be that you can convince 
us that your finance charges are not on this Scale 
Pratl =——- but if they becomes what you call usurious 
and, of course, there may be different opinions as 
to what that may mean, but if you get to a certain 
point where it is almost inconscionable that people 
Should be asked to pay such high prices for borrowing 
money, and suppose it reached that point, would it 
not be justifiable for some government institution 
to intervene? 

MR. ROSS: I think that the rate that 
business should pay is the best that they can get 
in the competitive market, and these are sophisticated 
borrowers, I presume, which we are talking about 
and they are eee rly capable of judging for themselve 
Whether the rate is Something which would be an 
assist to their business or not. 

Now, in ‘so far as our rates are concerned, 
We Teel that if we could obtain our money at the 
Same cost as the I.D.B., and if.we could obtain it 


Without the necessity of prospectuses and other 
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expense, and if we didn't have to pay corporation 
income taxes, and if we didn't have to make a return 
on equity, which would draw further funds into our 
business, that our --~ I think last year, 19615 (Chat 
Peereturn of the I.D.B. —<- assuming income taxes 
were paid -- would be 2 per cent per annum on their 
equity in retained earnings which, of course, would 
put any profit enterprise out of business because 
they just couldn't draw money from the capital 
market, so that the rates that we charge we think 
Bremvory, Very fair; they Yaré competitive --- 

THE CHAIRMAN: I am not Suggesting they 
are not fair, but on the other hand the amount of 
cost of borrowing money might be considered by the 
public generally as having reached a point that is 

exorbitant and people should not be asked to pay 

that much for borrowing, and if the state can intervene 
and provide money at cost -- according to their 

way of figuring cost, as you say, no income taxes 

and no ‘profits, really, or it would be very small -- 
that credit would be dispensed at a cost to borrowers 
of a certain class? 

MR. ROSS: If the situation in the market 
were such that a business who is justified in obtaining 
Credit, be it loan or sales credit, that 
there was not Sufficient competition to supply him 
With what he needed at a conscionable rate, then 
I would Say perhaps the state should intervene, but 


Competition in the open market. is such and it is 


8rowing month by month and year by year, there are 
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Terente, Ontario 
broader and broader Services available to small 
and large businesses generally, and the best rate 
that he can get ina very competitive market I 
think is a conscionable rate. 

He is a sophisticated borrower; he is 
free to shop around, he knows what he wants, but in 
our experience the reason we lose customers to 
I.D.B. and the reason they handle business which we 
normally and traditionally had, is purely a matter 
of rate, and the difference is mage up of the facts 
I mentioned, but the rates, I think, for that generakly 

would be 
Similar to the rate that he would pay if he were 
going out to buy a $100,000 piece of equipment, but 
if the transaction is such that any sales finance 
company could get a very high rate we, by the very 
nature of that, wouldn't want the transaction because 
Obviously it is not the hae of business from a 
Credit business standpoint we would want On our 
books. 

COMMISSIONER GIBSON: What sort of differences 
in rate would lead to Such transactions; one per cent, 
2 per cent? 

MR. TRUDEAU? ~ 3 to: 5 per cent. 

COMMISSIONER GIBSON: Ay SV GOr per cent 
difference in rate? 

MR. TRUDEAU: Per annum. In I.D.B. 
now I think it is T per cent simple interest depending 
On the size of the transaction, and when we get into this 


industrial business we range probably in the 
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Terente, Ontario 
neighbourhood of -- on real large deals -- as low 
as 9, 93 ,0n up to 12. 
COMMISSIONER GIBSON: Do you see many 
actual transactions? | 

MR. TRUDEAU: I have before me my company's 
figures for 1961, and last year LD de OAId Gs ort 
on 71 transactions for $883,000. In addition to 
that we provided an umbrella on 15 other transactions 
they were in on for a total of $900,000. When I 
Say we provided an umbrella, we extended the 
Credit approval to place the purchaser in a position 
where he could order the machinery to be DUI, end 
in some instances to be imported, get his plant all 
Set, while he was negotiating through all the req 
tape which was felt necessary to get, the I.D.B. 
approval, which he got. 

The most’ discouraging thing about the 
payouts is not only the loss -- in this particular 
instances of 12 months it was $883,000 of outstanding 
debt -- but each time I.D.B. pays us off, we: lose 
a customer. 

I can think of one transaction of a 
Purchaser in the Prairies that had been using our 
facilities for a period of eight years to finance 
e2 different purchases of equipment and machinery 
for a total purchase price of some $800, 000 to 
$900,000 over this period. He owed us $200,000 
at the time I.D.B. paid us off, and they advanced him 
&@ total of $300,000 on a loan which we would have 


| 
been very happy to handle, and what we run into | 
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when these loans are paid off is that with every 
one of them we lose a Suse aE SO we don't know 
how much it is costing over-all and this is in an 
area that we feel we are well equipped to Service, 

COMMISSIONER GIBSON: How many of these 

you 

71 customers would/be Just as happy to lose, or 
would you know if there were some of them which 
were pretty borderline? 

MR. TRUDEAU: Very few, but there were some, 

COMMISSIONER GIBSON: Most of them were 
g0od business, in your estimation? 

MR, TRUDEAU: Absolutely. 

THE CHAIRMAN: Well, your ‘position -- to 
Perey *it-avlittie further << would amount to this; 
if a person wants to Set up a business or expand 
his business and can't afford to borrow money at 
the market rates that apply to his position, then 
he shouldn't be allowed to borrow money? 

MR. TRUDEAU: I don't think pate that 
is what we said here. 

THE CHAIRMAN: No, but wouldn't that follow? 

MR. TRUDEAU: I don't know of any one of 
these that couldn't afford to pay the rates, 

THE CHAIRMAN: Well, if they could afford 
to pay the rate » that rica 

MR. TRUDEAU: We wouldn't be happy in 
any transaction yifois the buyer or the borrower-- 
in the case of a direct loan = couldn't make enough 
Profit, produce enough income which would be ploughed 


into our economy to make the transaction worthwhile 
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Terento, Ontario 
from his standpoint; if it is not a good transaction 
for the borrower or for the purchaser of the 
machinery, it is certainly not a good one for us. 
This is one of the basic facts .of Seeeain to 
business. We don't want --- 

THE CHAIRMAN: Your position as you put 
it is that these borrowers who went to 18, JeeD a5 
in most cases -- if not in all cases -- were people 
who could have afforded to pay the market rates, 
but apparently thought they could save a little money 
by getting it from the I.D.B.? 

MR. TRUDEAU: That is right. 

COMMISSIONER MACKINTOSH: Have you any 
notion of the fraction of I.D.B. business which is 
in this competitive band? 

MR. TRUDEAU: I don't know how we could 
hand Out. isir. 

COMMISSIONER MACKINTOSH: We can ask them! 

MR, TRUDEAU: Because they must Seveinto 
many transactions that we don't know about and we 
would have no way of knowing how much additional 
financing they have done with those customers of 
Ours that they took away from us over the past three 
or four years, such as this one I mentioned and 
there are many others like that, where over a period 
of years we have financed all this client's purchases 
of machinery and suddenly we lose the customer and 
it is finished and we don't see him again, and we 


have no way of knowing how much additional financing 


is done by I.D.B. 
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Terente, Ontario 
In these I.D.B. transactions we have a 
couple of things to Sen eeiaened they acquire the 
customer, and one is that they penalize him if he 
pays off ahead of time; they want to none him on 
their books as long as possible and, secondly, they 
generally in their documentation tie him ipso Johas 
he cannot finance his future purchases -hrough a 
private source, he has got to go back to I.D.B. 
COMMISSIONER LEMAN: I will ask a reverse 
question and ask if you have seen cases of people 
who haven't a legitimate need for credit and where 
your industry couldn't accommodate them and. that 
it is logical they Should be accommodated OVE Ds Bags 
WEei ROSS:). 1) am. sure that credit, being 
a matter of judgment, that I.D.B. have &. OU. Of, 
transactions on their books which we wouldn'tt 
have handled and that, conversely, we have a lot 
of transactions on our books which perhaps they 
wouldn't have handled, because credit is a matter OE. 
Judgment and two institutions or two people might not 
think alike on any particular transaction at all. 
MR, SAUNDERS: I have seen transactions 
where the potential borrower comes and Says, "I am 
thinking of going to I.D.B., but if they turn me 
down will you give me the money?" or they say, 
"I am waiting.for an answer and it might nee two 
months; meanwhile will you give me the money for 
two months, and if at the end of two months I.D.B. 
@pproves it, we will pay you off out of the proceeds." 


Some of these transactions which I can 
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Joos. > 


think of were definitely of the type that I.D.B. 
Should have handled ang not a finance company. 

Also , they may be located so far away from 
rormal markets that they supply a basic need to 4 
Small community, but they are not reality at the 
Stage where they are an Economic function of 2 
commercial business, but there may be reasons why 
that community should be Supported, or there may be 
anew invention of the type which may be~in the 
national interest but it may not be commercial for 
a certain period of time. There may be reasons other 
_ than strictly business why this type of a venture 

is the 
should be encouraged; this Area where TI think the 
DB. was originally intended to funecion: 

THE CHAIRMAN: You real complaint is that 
the I.D.B. in the instance that you have mentioned 
has loaned money to people who at first tried to 
get it from you but thought they could get it more 
cheaply from LeUebe> SnG tOr hac purpose only, and 
that they could have afforded to get from you? 

MR. SAUNDERS: Well, that certainly is 
often the case and I don't think that a government 
enterprise like the I.D.B. was basically entitled 
to compete with free enterprise purely on a 
matter of undercutting the rate, 

THE CHAIRMAN: You say that is what they 
have been doing? 

MR. SAUNDERS: That has been to some extent 
the effect of it. 


THE CHAIRMAN: These instances you mention? 
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MR. SAUNDERS: That is PLENV. 

COMMISSIONER BROWN: Would it be fair 
to ask a question whether I.D.B. competition has 
brought down your rates in this area? . 

MR. SAUNDERS: [I would say it hasn't. our 
rates haven't changed materially in this area Since 
before the I.D.B. was really as active as it has 
been lately. 

MR. TRUDEAU: Our rates in the Gisela roe 
industrial financing are relatively sensitive to 
the ups and downs of the general money market and 
the availability of funds over the years, and there 
has been no difference in our rate structure because 
eot.0.B, competition. 

I might add this; as far as De ets 
concerned, I wonder why a government agency needs 
to have a Strong sales type of advertising programme 
in order to seit its wares in competition with us? 

I wish I could afford the Same advertising bodsee 
and have as many good business-developing ideas in 
Our advertising as they have.and, Secondly, I wonder 
why -- if they are going to render the kind of 
Bervice that they are prepared to do at the price 
that they are prepared to take it -- why they need 
SO many offices? After all, it would seem to me 
that anyone from the interior of British Columbia 
Could get to Vancouver in a matter of hours if he wante 
to negotiat loan, and I oma cr ay need offices 
gotiate a ’ 
in the interior of British Columbia? We have found 


that we give capable service to the interior of 
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British Columbia with one office in Vancouver 
handling industrial financing and with only 12 offices 
across the country. I believe that Mr. Ross's company 
only nas 15 or 16 offices exclusively eee field 

of industrial commercial financing, and the largest 
company handling this type of business in the United 


States covers the United States with 22 offices 


and do an extremely capable job. 
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COMMISSIONER GIBSON: Mr. Trudeau, are those 
figures you gave applicable only to your own company? 

MR. TRUDEAU: Those are figures for my 
Own company, yes, sir. | 

COMMISSIONER GIESON: Would the other members 
of the Association have haa Similar experience? 

MR. ROSS: Yes, we have. We kept an 
asic record of this when the step-up in their 
activities took place during 1961, but the pay-outs 
that a sales finance company receives are not a matter 
of record, and in order to get those figures we would 
have to keep them as they occurred. Whether we have 
done that latterly, or not, I do not know, but the 
amounts we have paid out are all in relationship to 
the Size of the company compared to the size of the 
company which Mr. Trudeau represents. We all have 
them, to answer your question. 

Perhaps the point that concerns us mostly 
here is the human element in this thing. esThesL: DyB: 
people are, naturally, very fine people. They are 
intelligent. When you open an office -- I believe 
they now have 22, but when we prepared the brief they 
mad) Wc < you cannot put staff in it and not expect 
Some business to be done. If that business must come 
from the private enterprise sector then we feel some 
of it will sooner or later find its way to them. [In 
Other words, it is quite impossible for them, from 
&@ human element standpoint, to stick to the business 
for which the I.D.B. was established if there is not 


Sufficient of that business to keep them busy. 
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THE CHAIRMAN: In other words, they will 
have to go out and get enough business to pay for 
the staff and the building? 

MR. -ROSS s) PThat ts right, but they should 
get it from the gaps that existe That is our point. 

THE CHAIRMAN: Whether or not there are 
Saps, you say they do everything possible to Stimulate 
business --- 

MR. ROSS: I think by virtue of their rate 
alone --- 

THE CHAIRMAN: --- at least sufficiently 
to meet tHe costs of operation in that area? 

Mie -ROSS }pethe+ fas rien % 

COMMISSIONER MACKINTOSH: Do I recall that 
it was in response to comments in the press and comments 
by members of the House of Commons that this institution 
was too conservative, that it did not SO out and get 
business; that if it was going to serve the public it 
had to be more aggressive. I think the trouble is 
that they do not know who to listen to. 

MR. ROSS: You heard that, yes, and that 
Was during 1961. That was when their business went 
from $29.7 million to $47.5 million, but we contend 
that the large proportion of this big increase came 
from a sector that was already competently handled 
by private enterprise. 

MR. SAUNDERS: I think in any period, and 
€Specially in one in which money is a little bit tight, 
there are pata who would like to borrow money and 


who find they cannot get it. Perhaps this segment is | 
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entitled to it, and perhaps it is not. I would be 
inclined to think that a large percentage of them would 
not be entitled to borrow the money under normal 
conditions. That type of organization ee make 

a fair number of comments through the press and through 
representations, but, after all, the economy has to 
function on a reasonable basis, and it would be very 
Beacon any financial institution to lend out all of 
its money if it did not expect to get it back. I am 
Sure the I.D.B. credit policies are Sound, regardless 
of the amount of capital or money it has available, 
There would still be a fair number of Operations which 
would not receive support from it, and I think those 
are the ones that are complaining. 

COMMISSIONER MACKINTOSH: My recollection 
is that they have had quite a fair record of losses, 
and they have been criticized as being too sound 
financially and not taking enough risk. 

MR. SAUNDERS: That is a criticism that one 
is likely to hear. 

COMMISSIONER BROWN: Is it your main thesis 
that the I.D.B. should cease to operate, or that its 
area should be confined more, or that it should charge 
@ higher rate? 

MR. SAUNDERS: We feel that the I.D.B. should 
Operate along the lines its originators intended it 
to operate. ; 

COMMISSIONER BROWN: Would you give us a 
definition of what you think this area should be, or 


What it was intended to be? 
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MR. SAUNDERS: We feel that there may be 
certain Situations Where money is not available on 
reasonable terms and conditions, as is Stated in the 
I.D.B. charter, and that there stil] might be reasons 
why money should be provided for that enterprise. Now, 
the problem seems to be a definition of "reasonable 
terms and conditions". We have tried to Supply one 
definition in the brief here, and there may be other 
and better definitions. 

But, as I mentioned a few minutes ago, 2 
can visualize, for instance, the development of 
certain industries which may be in the national 
interest and which might not be commercially feasible 
at this time. Such industries would fall into that 
category. There may be certain areas where there is 
@ violent change in the economy and in which an 
industry has been established, and if that industry 
could not get assistance from some source other than 
@ strictly commercial source the economy of chat 
Parvicular location woula suffer so badly that it 
would hurt the national interest. Such would be 
an area for industrial development. 

I do not think that it is in the normal 
type of commercial lending where there are many 
companies that the I.D.B. should operate. _ The members 
of our Association are only one group that Supplies this 
type of financing. There are other groups as well. 
Some of this financing could very well be handled 
by investment dealers in the form of issued common 


Stock or preferred stock. There may be other sources 
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as well. 

MR. WILLMOTT: I think page 62 sets out our 
views, Mr. Brown. Towards the bottom of the page 
there are these words: | 
"We therefore make the following 
recommendations which, if adopted, 
would return I.D.B. to the role 
it was originally intended to sie Beh 
without any adverse effects on the 


economy at large." 


COMMISSIONER BROWN: You Suggest the 
passing of a regulation defining the words "unreasonable 
terms and conditions" to mean terms and conditions 
available on the commercial market to persons engaged 
in a similar business to that of the proposed borrower. 

MR. SAUNDERS: Yes. Let us say, for 
example, that there are two manufacturing companies 
engaged in any business -- let us Say the canning 
business or anything, for that matter -- and one obtains 
his money from the normal commercial market and the 
other one “soeoeeay to arrange an Industrial Development 
Bank loan. The one who has the I.D.B. loan is 
Probably paying a little less for it than his competitor. 
This does not appear to be a reasonable situation, that 
One should be supporting or, in a way, subsidizing 
his competitor by providing the funds at a lower rate. 
This is the area that we are talking about. 

THE CHAIRMAN: Is it possible to give a 


Seneral idea of at what rate, compared to the I.D.B. 
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rate, the finance companies would have taken the business 
which they claim to have lost? 

MR. SAUNDERS : Yés, that as definitely possibl 
because there is a pretty formal established rate. First 
of all, on the question of pay-outs we know what the 
rates were because those contracts were on the books. 

I would expect they were mostly in the category of 
6 per cent flat. 

THE CHAIRMAN: The differential would be 
approximately what? 

MR. SAUNDERS: It would be from.3 to.5per 
cent. 

THE CHAIRMAN: I think, perhaps, that that 
was mentioned. 

MR. TRUDEAU: Yes. 

THE. CHAIRMAN: Do you think there is a small 
business financing problem that has not been met by 
the market? 

MR. SAUNDERS: I am not aware of any such 
problem. Of course, there always are refinements possible, 
and the banking system, the finance companies and now 
the leasing companies are all trying to provide new 
Services to small business as well as every other type 
of business. I think one hears a great deal about 
small businesses having difficulties in obtaining money, 
but I think that really applies to everybody. I would 


like to have a lot more money than I have, and so would 


almost every merchant or every business operation. It | 
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instance, our own company was a small business not so 
very long ago, and we were able to attract capital and 
able to grow. 

THE CHAIRMAN: The solution for a small 
business is to take steps to become a big business? 

MR. SAUNDERS: If it wants to be big it 
Should work in that direction. There are many people 
who are just as happy to remain small. 

THE CHAIRMAN: With respect to the insurance 
arrangements that you have to cover your finance ing 
agreements, I understand from the brief that you deal 
through affiliates now to some extent; that you have 
had some ier aenlty with the regular insurance companies. 

MR, WILLMOTT: Yes, that is correct. 

THE CHAIRMAN: You have built up insurance 
companies which are subsidiaries of your own companies. 
Can you expand on that a bit? Why is it that the regular 
isuvance companies have not been able to perform in 
this field? 

MR. WILLMOTT: Mr. Chairman, their loss 
experience for some years was quite bad in our type 
of business and it made us, because we could not 
obtain the carriers, to set up our own companies 
to provide the insurance. I think in most instances 
Since we have done that that it has been reasonably 
Profitable. 

THE CHAIRMAN: That is, your insurance 
activities have been profitable? 

MR. WILLMOTT: Yes, sir. 


THE CHAIRMAN: They have not been run just 
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barely at cost in order to provide the protection? 

MR. WILLMOTT: That is correct, We charge, 
naturally, the standard premium rates that would be 
charged by any other general insurance company. 

COMMISSIONER LEMAN: Is there a difference 
between what one would be looking for as to a good 
insurance risk in the purchaser of an automobile and 
a good credit risk? I do not know that you are Saying 
that, but the fact that your particular insurance 
Subsidiaries or affiliates have had a higher loss 
ratio would seem to come from the fact that what you 
Study is the credit risk primarily, and the insurance 
risk secondarily. 

MR. WILLMOTT: Speaking for my own company, 
the insurance is all underwritten just as it would be 
by a general insurance company. They have the right 
to refuse to insure a customer. It can be turned back, 
and they can be asked to get insurance elsewhere. 

COMMISSIONER LEMAN: But suppose I ask my 
question in this way: Why would a good credit risk 
become a bad insurance risk? 

MR; WILLMOTT: It could; yes. 

COMMISSIONER LEMAN: Why would that be? 

MR. SAUNDERS: There are circumstances, for 
instance, where a young person insures his car which 
may be his first purchase of a car. Such a person 
Can be a perfectly \good credit risk. He has steady 
employment and has had sensible financial transactions, 
but as we all know younger people are at the bottom 


€nd of the insurance risk tables, That is one example 
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of where there. might be some difference between being 
a good credit risk and a good insurance risk. 

COMMISSIONER GIBSON: The essential difference 
between your position and that of the regular insurance 
companies selling automobile insurance is that they 
weed out the ones they do not like from an insurance 
point of view, whereas you take all the ones you like 
Prom a credit.point of view... Is that the reason why 
the loss experience is higher? 

MR. SAUNDERS: I think we try to service 
our dealers, and maybe we will be inclined to take 
@pltittle. greater risk. .We.will.not.take a risk 
which we consider a bad insurance risk, but we will 
be more sympathetic to Something that originates 
through our dealer organization, and we will try to 
assist that dealer's business. 

COMMISSIONER GIBSON: Does the dealer get 
the normal commission? 

MR. SAUNDERS: No. 

COMMISSIONER GIBSON: So there is a reduction 
in your costs there? 

MR...SAUNDERS: That is right. 

COMMISSIONER GIBSON: That would help to 
off-set the losses due to greater risk. 

COMMISSIONER MACKINTOSH: Is that the explanatilon 
for Something that otherwise puzzles me, i that you | 
turn the insurance risk over to people that specialize 
in credit risks and they make a better job of it 
than the people who are expert at insurance. 


MR. WILLMOTT: The commission factor does 
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enter into it, actually. 

THE CHAIRMAN: But the premiums are charged 
at the standard rate, are they? 
| MR. SAUNDERS: Yes, sir, 

COMMISSIONER BROWN: As I understand it, 
Mr. Chairman, the premium charged to the purchaser 
is calculated oh the standard race, Gsutlthe company 
gets 100 per cent of that premium instead of just a 
percentage because there is no commission involved. 

THE CHAIRMAN: Yes. 

MR. SAUNDERS: There is another factor 9 a 
that when our insurance companies insure a customer 
who is financing a debt they do not have any credit problems 
at all. The normal insurance company is dealing with 
agents and the agents in turn are dealing with the 
customers, and there is the expense of the collection 
department which we do not have. We do not suffer 
bad losses as a result of insurance. 

MR. WILLMOTT: In other words, the finance 
company pays the premium to the insurance company. 

COMMISSIONER LEMAN: What does the insurance 
company do with it? 

MR. ROSS: When we accept the risk of insuring 
@ customer against physical damage we are insuring 
Something in which we have a financial interest. ‘This 
does not apply to ordinary insurance companies. We 
are there because we have a financial interest in the 
Gutomobile, or whatever it may be. Because there 
is less discrimination from an underwriting Standpoint 


for that risk then our loss ratio is higher. 
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COMMISSIONER BROWN: Are you trying to expand 
your insurance business at all to other than items 
covered by your contracts? 

MR. WILLMOTT: Some Sone Ey ae Mr. Brown, 
but not all. Some are there exclusively to insure 
the business of the finance company, but other 
companies have spread out into the general field. 

COMMISSIONER BROWN: Mr. Chairman, I think 
I interrupted a question of Mr. Leman which was only 
partially.answered. He was asking how you invest 
your insurance premiums. 

MR. WILLMOTT: Did you ask that actual 
question? 

COMMISSIONER LEMAN: Yes. Perhaps you did 
not understand it in that way. You said that the 
finance company turns the premium over to the insurance 
company, and I asked what the insurance company did 
with it. I meant to go into this question. These 
insurance companies are regulated in the same way as 
any Ps: insurance company is regulated? 

MR. WILLMOTT: Definitely. 

COMMISSIONER LEMAN: They are subject to 
the same investment limits, and so on. Generally, 
how do they invest their funds? 

MR. WILLMOTT: In exactly the same way as 
any other general insurance company aes 

COMMISSIONER LEMAN: They are not permitted 
to turn it back, in effect, to the finance company so 
that those funds could be used for financing? 


MR.WILLMOTT: I-’do not think there is any law 
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against another company doing that with its funds, but 
ordinarily they invest them regularly in government 
bonds, and in the manner laid down by the Department 
of Insurance. Of course, they pay claims, and a good 


portion of the funds go in that direction. 
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THE CHAIRMAN: I would like to ask you 
a question with respect to the competitive position 
of the industry. There may be some other considerations 
than those we have been discussing which may be 
applicable to some extent. The loss of market position 
in the credit field may be attributable in some 
instances to facets in the makeup of consumer demand, 
for instance, or displacement by competing credit 
grantors. The declining portion of the total credit 


market of the sales finance Companies, as outlined in 


paragraph 106, may in part be attributable to the declining 


portion of the consumer income being spent on 
consumer durable goods, because more consumers are 
paying cash, or because other credit grantors are 
taking the business. 

These are suggestions as to some possible 


Changes in basic trends underlying the business. 


I don't wish to go into this in too grea” detail, 
but you may be able to make some comment on cig ys 

MR, WILLMOTT: I take it that. the. indication 
there is that more people have been turning to the 
chartered banks for loans, and in turn more pay 
cash for their automobiles. 

THE CHAIRMAN: You think that is one of 
the biggest elements? 

MR. WILLMOTT: I would certainly say so, 

MR, TRUDEAU: And also the credit unions. 

MR. WILLMOTT: Yes, but primarily the 


Chartered banks. That is shown by the tables,as to 
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the tremendous increase in consumer-type loans outstanding 
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Since 1958, primarily. 

THE CHAIRMAN: In Paragraph 111 (c) there 
is shown a relative decline in the importance of 
retail dealers, other than the department Stores, 
in the consumer credit field.» Have you any explanation 
for this trend? 

I, WILLMOTT: The paragraph goes on to 
say: 

"However, during the last ten years 
there has been a moderate increase in 

the credit provided by retailers (other 

than department stores) in comparison to 

growth in total consumer credit outstanding." 
I think that the truth is, there are perhaps fewer 
automobile dealers providing credit today than 
there were ten years ago. 
THE CHAIRMAN: What about the small 
loan companies? Do they play an important parte 

MR, SAUNDERS: The small loan companies, 
yes, they do. 

MR. FLANAGAN: In recent years they have 
become increasingly active in the field of durable 
€00ds financing. Sales finance companies notice 
this occurring frequently in the area of used car 
financing. 

THE CHAIRMAN: Do they compete with you 
to any great extent? 

MR. FLANAGAN: I would say that small loan g5 
Compete with” sales financie sewpenzes per. se for the 


financing of durable goods. I think they are 
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definitely a competitive factor, 

THE CHAIRMAN: Do you consider them very 
serious, or are they to a large extent dealing sg @) 
other types of articles? 

MR. FLANAGAN: TI can perhaps answer by 
giving a personal opinion, and I would think in the 
majority of cases it would be shared by this group 
here, We have mentioned competition from banks 
and other sources. Competition from small Loans, 
Peat 1s. sound economically , is something the industry 

must learn to cope with and compete with. As 
far as it being Serious, all competition is Serious. 
and you must do things to improve your service to 
the consumer to make sure that you maintain a reasonabl 
segment of the market. 

In my own company's case, one of our 
subsidiaries is a small loan company, but I can say 
that our sales finance company definitely competes 
with small loan companies of other ownership, 

COMMISSIONER BROWN: Quite a number of sales 
finance companies have their own subsidiary consumer 
loan company, is that not correct? 

MR. SAUNDERS: That is correct. 

MR, FLANAGAN: I would think so. 

COMMISSIONER BROWN: What proportion of 
the consumer loan business of your ee comes 
through dealers that are tied to -- I use that 
term loosely -- to you? 

MR. FLANAGAN: ‘I would think that would 


vary with each individual member of this federation. 
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My company, for example, proportionately does a 
Smaller amount of sales finance business than loan 
business, That is not true of these other companies -- 
the reverse is true, | 

MR. SAUNDERS: Your question was, what 
percentage of our customers in our small loan 
Operation originate through transactions with our 
déalers? 

teroon' Gt Gh ina particularly important 
percentage. I cannot bine you a figure, but it 
would not be a very high percentage, because our dealers 
supply us with our sales finance CUStOMers veer 14 
more convenient for the dealer to write up-a-conditional 
Sales agreement and Satisfy a customer right there, 
than to send him to a small loan office to borrow 
money. He may desire that in a case where he feels 
there is some doubt about the credit, and he would 
rather have the company make the assessment to be 
Sure that the customer gets the*loam =~: As fj sayy it 
would not be a very important percentage. 

MR. WILLMOTT: I think that is true for all 
the companies. A very small percentage of the loans 
of small loan companies originate through dealers, 
They are mostly direct loans to the public. 

COMMISSIONER BROWN: This might be the 
Place to open up a little discussion as to a TepLy 
Mr. Flanagan made to an earlier statement, about 
competition in the business, and that you were all 
looking for new fields into which to venture. Would 


YOu like to elaborate on that, Mr. Flanagan? 
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MR. FLANAGAN: I think a number of things 


have happened. For example, there has been the 


bank competition, and the growing intensity of 
credit union competition has arrived on the scene. 

AS indicated in our brief, most of our 
companies have diversified their services to embrace 
new areas of finance. Commercial lending has been 
talked about; some companies here have accelerated 
their activities in the Small loans field. Incidentally, 
we are striving as a sales finance company to improve 
both the services we render to the dealer, and I 
think we would all agree -- although we think we 


do a good job -- we can always improve on it. 


AS we said in our brief, we recognize 
that the consumers and the commercial house ate have 
diversified needs and desires. We found, for example, 
that our services in the sales finance field appeal 
to a certain section or a certain segment of the 
Population that do not, for example, use credit 
unions. Because of that we think we have a definite 
function to perform for the general over-all progress 
of the economy, and we will continue to afford that 
type of service to that type of individual. There 
are, for example, some people who deal with us who 
use the banks for certain facilities, but would not 
necessarily always’ use them for the loan services 
they perform. 

COMMISSIONER BROWN: What are the new 


areas you are thinking about? 
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MR. FLANAGAN: ‘The only areas in my company -- 

COMMISSIONER BROWN: Or is this too competitiv 
a feature to disclose in front of this Commission? 

MR. FLANAGAN: There may be Soh wah teen ee 
to express it here, but as far as my Own company 
iS concerned, we have isolated those efforts to 
the areas of interest included in our brief. There 
are no new efforts beyond that that we as a company 
engage in. Other companies here might have things 
that they would not like to declare. 

COMMISSIONER BROWN: My question was 
prompted by your earlier Suggestion that there were 
new areas you were planning to enter. 

MR. FLANAGAN: As a company we have some 
competitive things that we are doing. AS you suggest, 


I think it would be wrong for me to dislcose those here 


and from that point of view, with your permission, 
I would prefer not to comment on it. It is something 
we have to sell above our good competitive friends 
here, 

MR, WILLMOTT: _Mr. Chairman, we have a 
Steel company and we are always looking for contracts 
for the steel company. 

COMMISSIONER BROWN: You are not going 
to tie up the steel company with the automobiles 
you are financing? In other words, it is another 
branch for investment. 


MR. WLLLMOTT: That is correct. 
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I should also mention here that we 
have a substantial investment in the largest 
independent trust company in Canada. We also have 
two other insurance companies besides the one that 
deals exclusively in the Traders finaneing. “So; 
we are branching out further into investments of 
that kind. | 
MR, SAUNDERS: In our case we have diversifie 
geographically, in other countries. I think most 
ef the companies -- although these are not important 
factors -- are more interested in whether there 
are other angles. There is quite a bit of diversificatilon. 
THE CHAIRMAN: We will adjourn now until 
2 O'clock, 


--- Luncheon adjournment, 
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--- Upon resuming at 2 P.M. 


COMMISSIONER MACKINTOSH: The session is 
Eeonvened . “The chairman may be a few minutes late 
but we shall ‘proceed with our discussion. I think 
Mer Brown pee eck 

COMMISSIONER BROWN: Yes, I should like to 
$0 On now to a discussion of the liability side Or 
your balance sheets. 

MR. WILLMOTT: Yes, sir. 

COMMISSIONER BROWN: And deal first with the 
extent to which short-term secured notes have entered 
into your financing. It is obvious from the comparative 
balance sheets that you have Supplied us with that 
this has been an increasing factor in your fanancing; 

MR. WILLMOTT: Yes, sir. 

COMMISSIONER BROWN: I wonder if you could 
give us a picture of the composition of the average 
Size, where the money comes from, the average range 
of maturities, whether the companies have a preference 
for a book of some kind, and do they endeavour to build 
up an average maturity range? 

MR. WILLMOTT: You are thinking particularly 
at the moment of the short term --- 

COMMISSIONER BROWN: Secured notes. 

MR. WILLMOTT: Well, it has been-a very 
important source of money for all the companies, 
Particularly the larger companies. The smaller 
companies have had to restrict themselves very 


largely to equity financing and to bank loans, with 
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some borrowings at,.a fairly high interest rate. The 
larger companies have developed a very substantial 
market of short-term money. It varies in interest 
rate with the availability of money and nee general 
interest rates in Canada. We are particularly in the 
30-day to 365-day field in the short-term market, with 
I think the ‘largest portion of the money in the 90-day 
bracket. Hee ordi to the statements here you will 
notice there have been several million dollars' worth 

of the notes sold and it has become a more increasingly 
important source since our bank loans have not been 
consistently available. 

COMMISSIONER BROWN: Can you give us a 
picture of whether this money comes mainly from 
corporations or institutions? 

MR. WILLMOTT: It is largely institutional 
money, although it comes from practically every source 
that you Denee tin: of. We have, firstly, on our 
own books money from all the religious bodies. We 
have had money from co-operatives and unions, credit 
unions, and I would go on ‘record as saying we have had 
money from practically every type of industrial 
concern that you could name, and it varies in amount, 

million 
usually from $50,000 to $2/or $3 million in one piece. 

COMMISSIONER BROWN: Is there a sort of 
Concentration around any particular size?’ | 

MR. WILLMOTT: I would say the average 
Would be in the $100,000 note, but there has been 
@ Substantial amount in the larger bracket. 


COMMISSIONER BROWN: Is there a size below 
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which it is not economic to handle? 

MR. WILLMOTT: According to our short-term 
prospectus we specify $50,000 or above, but we do 
accept amounts down as low as $5,000, moter I think 
1S probably the Low for most companies. 

COMMISSIONER BROWN: For most companies 
$5,000 is about the minimum? 

Bn MDI MOTD a thinks so,. ves. We 
have had money, of course, from a lot of individuals 
also. it is not too often that you can receive say, 
$3 million from one individual, but it has happened. 

COMMISSIONER BROWN: Can you give us a 
picture of the extent to which this money remains 
with you; in other words, the extent to which it 
isrolled over to renewals? 

MR. WILLMOTT: I do not think I could give 
@ percentaxwe of renewals, but I would say about 4o per 
cent does renew. 

COMMISSIONER BROWN: Do you rather rely 
on these renewals at all? 

MR, WILLMOTT: Yes, we do. 

COMMISSIONER BROWN: How about the other 
companies? Are their renewals running about the 
Same? 

MR. SAUNDERS: Renewals in our company 
Probably run about 40 per cent but the pains ltanen 
is not so much on the fact any particular note will 
renew but rather on the fact there is a pool of 
Short-term money on the market and that it is revolving 


and the maturities are such that they do not all mature 
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on the same day, of course. 

MR. WILLMOTT: Various companies have 
different methods of obtaining money. We deal through 
an underwriter and a sales group. There are one 
or two companies who sell the goods dEreot "pute ona? 

i Just a Vdriatiion. From time to time if an individual 
company runs short of money it is liable to raise 

the interest rate a quarter which is apt to increase 

mene flow of that company, and the other companies either 
follow suit or if they have enough they stay where 

they are, but usually there is no concerted raising 

or lowering of short-term rates among the companies. 

COMMISSIONER BROWN: Although they all 
do it closely related to one another. 

MR. WILLMOTT: Another point is that if 
the largest portion of money is -in the 30 to 90-day 
bracket and you are getting filled up in there you 


Will state that you will only accept money for 180 


we 
we’ eg 


days or longer. 

COMMISSIONER BROWN: Do you do that rather 
than alter the rates? 

MR. WILLMOTT: We do that. 

COMMISSIONER BROWN: Or do you also use 
a change in rates? 

MR. WILLMOTT: A combination of both, 
actually. We try and maintain a certain mix of the 
new ae 30 that we are hot 411 30-day, 90-day. Tt 
extends up to 365 days. | 


COMMISSIONER BROWN: Some of the companies 
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go to the American market for Short-term money, and 
I think an average of Something like 21 perrcentuof 
the short-term notes are sold in the American market. 

ER AeWIELMOLE: ofl tthink we Wave all been in 
the American market from time to time, some companies 
more than others. The rate is apt to be cheaper, but 
you have to Bedeen es of course, with the exchange 
premium on the dollar. Our company is inclined to 
stay out of the American market. 

COMMISSIONER BROWN: These companies that 
do go into the American market where the funds are 
to be brought back into Canada for use, do they hedge 
the foreign exchange? 

MR. WILLMOTT: At the present time I would 
feel they would hedge. 

MR. SAUNDERS: We do not hedge. I believe 
some companies do hedge, but we do not. We assume 
that our American operations and our American 
borrowings will at various times get into balance, 
and they do. So we have not been hedging. 

COMMISSIONER BROWN: That is why I made the 
Slight airraventia about the funds being brought back 
to be used in Canada. 

MR. ROSS: We do hedge. 

COMMISSIONER BROWN: And is the differential 
you look for in rates the cost of the hedging? 

MR. ROSS’: I beg your pardon, sir. 

COMMISSIONER BROWN: Is the differential 
in rates that you are looking for as between the 


American and Canadian borrowings, is that just to off- 
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set the hedging cost? 

MR. ROSS: I think our Short-term secured 
notes that are outstanding in American funds have been 
level for a long period of time, figs) nb think they 
have fluctuated very much, and the rate plus the cost 
of hedging would have to be in line with what is availabl 
in Canada in order for us to continue to do it. 

MR. WILLMOTT: We have a Small amount of 
Short-term money in the United States which we keep 
rolling over in the United States so that we are not 
affected immediately by the change in rate except, 
naturally, for the interest payment. But that has 
traditionally been quite a small portion of the Canadian 
companies' borrowings in the Short-term money market. 

COMMISSIONER BROWN: In other words, this 
el per cent is largely going to be in Laurentide, LS 1¢? 

MR. SAUNDERS: It is possible. I am not 
familiar with that figure. .- it in one of these 
charts? 

COMMISSIONER BROWN: Yes. 
MR. SAUNDERS: That must have escaped me. 
COMMISSIONER GIBSON: Paragraph 165. 


COMMISSIONER BROWN: Perhaps it is unfair 


to ask you to differentiate in view of the fact these 
are consolidated figures. 

MR. SAUNDERS: There may be companies not 
represented coh at\the table who make up @ good part 
Of that. 

COMMISSIONER BROWN: What sort of proportion 


of short-term notes would be issued with a 24-hour call? | 
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MR, WILLMOTT: 4 very small proportion. 


COMMISSIONER BROWN: Ts this increasing? 


MR. WILLMOTT: There is a tendency to be 
more requests for that 24-hour Cal} Dut PO Ls ship) 
a small portion of the Ove § I would not Say it 


would be more than 2 or Sper cent: 


MR. SAUNDERS: It is not very attractive 


to take it on a 24-hour call. I think the requests 


for it increase rapidly with the possibility of 
increasing interest rates, for I think the money 
is fairly well e€ar-marked, but if the general assess- 
ment of people who loan their money in the short-term 
market is that the rates a month from now will be 
Substantially higher, then they want to have the privilege 
of calling it and putting it back. 

MR. WILLMOTT: We put a little sticker in 
our confirmation Saying that it cannot be called for 


the purpose of refunding at a lower rate, which may 


have some effect, 


MR. ROSS: We are not in that 24-hour call 
Market at all. I am informed too that 21 per cent 
Was extremely high at the end of 1961, higher than 
it was before and higher than it has been since. 
COMMISSIONER BROWN: All companies hold 
@ certain amount of liquid investment against their 
Short-term liabilities, including unused bank loans. 
Talking about short-term investments beld against this, 
the short-term paper, is there any percentage you use 
Or does this vary with conditions? 


MR. WILLMOTT: You are Speaking now of pur- 
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chases of investments to maintain a liquid position? 

COMMISSIONER BROWN: That is right. 

MR. WILLMOTT: No, I would say not, and I 
think it would be the same for the obherseomband bat 
It depends on the tightness of money at the time, 
devwe feelrthat itcis going to become tighter then 
we are inclined to borrow Slightly more ong longer 
basis and invest it in treasury bills or other govern- 
ment bonds, something that is liquade 

COMMISSIONER BROWN: Is this to protect 
yourselves against not being able to get new cash or 
is it to protect yourselves against meeting maturing 
obligations? 

MR. WILLMOTT: Both, particularly not being 
able to get new cash, which is really the same thing. 

COMMISSIONER BROWN: In other words, it is 
a perverse reaction to increasing the interest rate? 

MR. WILLMOTT: To a certain extent, yes. 

COMMISSIONER BROWN: In paragraph 141 of 
your brief you refer to wholesale paper being on a 
demand basis. Is this in fact demand paper that you 
can call on? 

MR. SAUNDERS: The notes are demand notes. 


COMMISSIONER BROWN: Do you ever in fact 


| call them on demand? 
MR. SAUNDERS: I think it has Hepenea 
On occasions, but it is not the general practice because 
I do not think we would call on demand, let us say, to 
get cash. If we felt that a dealer was misusing the 


trust we placed in him in having inventory there, then 
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we would call it. That is the Purpose of the demand 
feature. 

COMMISSIONER BROWN: ‘This Sentence would 
indicate that you consider it part of vous VAduLaLey 

MR. SAUNDERS: We do to this extent, that 
even though we might not demand it it turns over very 
fast, and we do demand it whenever the dealer selis 
the car against which that loan is made, for instance, 
and as there is a turnover of product there is, so 
to speak, a demand, and we do not need to demand it 
because normally he forwards the money immediately 
anyway. Now, in a period when money tightens I 
think most companies will follow a policy of watching 
the inventory a little more closely for various reasons. 
Sales may slow down on their own and you do not want 
to see a dealer with too heavy an inventory because 
the interest carrying charges on the inventory becomes 
a serious item of his operation, and also there may 
be eben reasons why it would not be too profitable 
to have too much money tied up in inventory. So, 
there is in a way a demand exercised but iced s 
rather in Slowing down approval forsadditional moneys 
to go into that segment. 

COMMISSIONER BROWN: In other words, it 
is demand paper but it is the last sort of liquid 
Paper you would realize on in a tight pleraeas 

MR. SAUNDERS: Yes. 


COMMISSIONER BROWN: I was going to ask some 


questions about bank loans now. Perhaps other 


Commissioners have questions with respect to the short- 
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term paper that they would like to put on record now. 

THE CHAIRMAN: Are there any further questions 
on this point? 

Proceed, Mr. Brown. 

COMMISSIONER BROWN: On the figures given 
on bank loans you show that on an industry-wide basis 
there were at all times some unused Lines. 

MR. WILLMOTT: Yes, sir. 

COMMISSIONER BROWN: Now, this gives rise 
to the question as to whether there were in fact 
any companies that did not have any unused bank credit 
at any time. 

MR. WILLMOTT: I would think it would be 
very unusual for a company not to have some unused 
Hones of credit. The bank lines of credit have 
always been considered in the finance industry as 
Something that one can fall back on in times of 
Shortage of funds. I think the lines of credit 
established for finance companies on the whole have 
been higher thmwould be expected for industries because 
of the fact that money lending is our business and 
we always have to have a call on a source of funds. 

COMMISSIONER BROWN: . To what extent is 
this used as a backstop. against your short-term note 
borrowing? 

MR. WILLMOTT: I do not think we have a 
Percentage, but we have always tried to maintain a 
very substantial amount of unused line of credit as 
a backstop for the short-term loans. 


COMMISSIONER BROWN: There was some discussio 
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at one stage of the banks charging for this unused 
credit. Did this ever come about? 
MR. WILLMOTT: XOs. weir. This year they 

Suggested a form of Standby fee which moa of the 
finance companies did not take up. It was a standby 
ree, as I recall, which gave the banks permission 
to call the loan at the end of thirty days on a five- 
month repayment basis, in other words, a total of six 


months. 
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COMMISSIONER BROWN: What sort of charge 
was indicated? 

MR. WILLMOTT: A half of one ber cent, 

COMMISSIONER BROWN: Did any of the companies 
take it up, that you know of? 

MR. WILLMOTT: [I believe that either one 
or two did, Mr. Brown. 

COMMISSIONER BROWN: Would these be large 
companies or smaller ones? 

MR, WILLMOTT: Medium-sized companies, 

COMMISSIONER BROWN: The rest of the companie 
thought that they could rely ronethe short-term 
money market? 

MR. WILLMOTT: Yes, that is one thing, 
The lines of credit have varied actually, and their 
availability. We have been restricted in our bank 
borrowings twice in the last five or six years, and 
actually, of course, at the present time there is 
a form of restriction on borrowing from most of the 
banks, In other words, I think the greater percentage 
of finance companies have been asked not to use their 
lines of credit if at all possible; and I think that 
all the sales finance companies are quite happy not 
to use the lines of credit if they can borrow the 
money in the market. This has been done, We still 
think our bank lines of credit are very important 
“O us, and I hope ‘this will be so for a long time, 

COMMISSIONER BROWN: In the brief you 
refer to the condition in 1959, and I think it is 


Paragraph 131, when there was a period when the 
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finance companies were not able to borrow on the 
prime rate. The expression you use is, "No 
satisfactory explanation Was given" -- for this, 
Does this mean there was no explanation, or was the 
explanation, if given, unsatisfactory? 

MR. WILLMOTT: There was a oe conflicting 
explanation that various banks did not seem to have 
the same reasons for the rate at that time. This 
is the time when our rate was 5-3/4 and when the 
prime rate was lowered to 53 for other prime borrowers; 
but I do not think there was any concerted reason 

3 given by the banks for that fact, 
COMMISSIONER BROWN: If you are relying 
on the banks, through the unused lines of credit 
aS a backstop for your financing, is there any 
logical reason why you should not be charged for that? 

MR. WILLMOTT: No. On the other hand, | 
we do pay extra charges to the banks. I think all 
the large finance companies pay an activity charge, 
Which is not usual among other types of companies, 
Which returns a fairly high monthly fee to the 
various banks, 

COMMISSIONER BROWN: Could you give us 
any figure? What is the detail as to what it amounts 
to? 

MR, WILLMOTT: It amounts to one one-hundredt 
of one per cent on’ all cheques issued and all deposits 
made. In other words, if we issue a cheque for 
$1 million we pay the bank $100 for clearing the 


cheque, 
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COMMISSIONER BROWN: There is quite a bit 

in the brief about the increase in competition on 
the loaning end from the banks. Which came bali gs Wik, 
Was it the finance companies competing with the banks 
ror deposi) or the banks competing with the 
finance companies for loans; or was there any 
relationship? 

| MR. SAUNDERS: I do not think there was 
any relationship as such. I do not think we are 
really competing for deposits, exactly. We take 
money in the short-term market, and we deposi-ta d+ 
into the banks, so it is money which is deposited by 
the finance companies, rather than by the lender to 
the finance company; so I really do not know where 
the competition comes Liy. 


MR. WILLMOTT: We cannot accept deposits. 


COMMISSIONER BROWN: You mean you cannot 
accept deposits as Straight deposits, but, in fact, 
are you not competing for term deposits? 

MR. WILLMOTT: I think we have to admit 
we are, yes; and it has been very successful. 

COMMISSIONER BROWN: I think it would be 
fair to ask you the question whether you think you 
Should have greater freedom to compete with the 
banks for deposits and carry on the competition on 
the lending end; or whether you think the banks 
Should be more restricted and leave you to the 
lending end, What are the arguments on both sides? 

MR. WILLMOTT: I do not think we are 


actually complaining about bank competition in the 
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lending field. After all, there is a great demand 
for the banks to enter the field, and we have been 
very Successful in the Short-term money market, 

It has been a wonderful Pislaeroy wecus perhaps with 
some detriment to the current accounts of the 
chartered banks Scie their term deposits. 

THE CHAIRMAN: Would YOU" speak a*Titrie 
louder, please? 

MR. WILLMOTT: Yes. 

COMMISSIONER BROWN: In other words, 
you are not worried about this trend which appears 
from your own Statistics, that your loans are going 
down and the banks' loans are going up? 

MR. WILLMOTT: Yes, we are definitely worried 
eeOuUG 1. 

COMMISSIONER BROWN: What was meant when 
you said you were not worried about the banks! 
competition? 

MR. ROSS: We were not"complaining" about 
20. 

COMMISSIONER BROWN: TI am sorry. 

MR. WILLMOTT: There is a difference. 

COMMISSIONER BROWN: Why are you not 


complaining about it then? 


MR, WILLMOTT: r would hardly think this 
Was the place to complain about the banks! competition, 
actually. | 

COMMISSIONER BROWN: Mr, Harrold would 
like to know where you think the proper place 


to complain would be. 
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MR. SAUNDERS: I Suppose, at the head 
office of the banks, and I think that some of us 
have done that. I do not think this question of 
competition is, perhaps, quite in ce The banks, 
I think, through increasing their lending activities 
in this field, haw broadened the Pieig, oD think 
the industry has Grown more with the banks in it 
than it would have without Lhe banks nit eT 
think, if there is one area we do not like it is 
that the general public has an impression that they 
get the money much cheaper from the banks. There 
is no doubt that banks are able to lend money cheaper 
than finance companies are. Their costs Structures 
are different, and their lending policies may be 
Such that they can do it; but we do not believe 
that the impression in the minds of the public is 
correct as to the difference between the price that 
is paid for the money to the bank and the price 
that is paid for it to the finance company.: As such, 
we do not blame the banks for this. DOSS ahac t 
of life; but it is a factor which has made competition 
@ little more difficult. 

THE CHAIRMAN: You position is that you 
do not Object By fair competition; you believe in 
competition? 

MR. SAUNDERS: Yes. | 

THE CHAIRMAN: And that principally 
applies to the I.D.B., in that you say that is not 
fair competition? 


MR. SAUNDERS: Yes, that is correct. The 
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banks are free-enterprise organizations like ourselves, 
and they pay taxes and they do not look to public 
Support for them. 
THE CHAIRMAN: Just because at some 
“times they may be making more headway than you are, 
nevertheless that is competition and you are prepared 
tf deal with it with the best ingenuity you can devise? 
MR, SAUNDERS: That is correct. It does 

not mean we will not try to compete in all directions. 
We believe in competition, and we are getting some 
right now. 

COMMISSIONER LEMAN: I would like to ask 
you a question about what happens when money is 
tight. Have you found the Short-term money market 
reliable when there was a Squeeze on the banks 
and they were tending to try to slow you down? 
Did you then find the money market, at a price, was 
quite reliable for you? 

MR, WILLMOP?: There have been only short 
periods of time when the short-term market seemed 
to dry up,that is a period of days. Provided 
we were willing to move the interest rate up a small 
amount it did seem to bring the money in. There are 
periods of time in a rising interest rates structure 
where individuals or BE REN appear to hold 
back in placing their funds, because hey want to 
get a higher bateienpit once rates tend to settle 
down money seems to flow. | 

COMMISSIONER LEMAN: Let us talk about 


the market in Canada for that kind of paper. Does 
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it have sufficient breadth to make you rely on it 
under all conditions; aa is it restricted to so 
few people it could become unreliable? 

MR, WILLMOTT: It has not been unreliable 
SO far. It could. There are more people using the 

market, and it started orf with perhaps a few sales 
finance companies, but it has extended into the 
large number of industrial concerns that are also 
issuing short-term paper, 

COMMISSIONER LEMAN: I was talking about 
breadth from the Supply end rather than the demand 
end. Are there thousands of people buying this 
Paper, or have you any idea how many people there 
are? 

MR, WILLMOTT: Yes, I would Say thousands, 
mostly in the corporation field, in the institutional 
field. 

COMMISSIONER LEMAN: To go back to 
Mr. Brown's question about the banks. You Say you 
are worried about certain aspects of this Situation, 
but you are not complaining about these questions, 
Are there areas of the relative position of the banks 
compared to yours that you feel are a matter of 
regulation or control or Structure, or do you have 
no real recommendations to make on that point 2 

MR, -WILLMOTT: If you go back to the 
956-57 period, when the banks were, as I understand 

| it, instructed to control to a certain extent consumer 
credit by the restriction of bank loans, we definitely 


Object to that, and that is one of the points we 
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take up here. It was point 205 in the brief that 

I read this morning. In other. words, we would much 

prefer to have a direct contact with the monetary 
authorities; and we also feel that any controls of 

that kind should be equally imposed on all -- the 

chartered banks themselves, the unions, the co-operatives -- 
and not just the sales finance companies. 

COMMISSEONER LEMAN: Did not you just tell 
us that the banks are private enterprises, and you 
expect them to operate in their own interests where 
they see their interests lie?. 

MR. WILLMOTT: Yes. 

COMMISSIONER LEMAN: Suppose you get into 
@ period where money is tight and they have to start 
Picking and choosing, or what we call" rationing" 

credit. What would you expect them to do? 

MR. WILLMOTT: I would expect them £6 do 
what they are doing right now, and that is they are 
actually restricting loans to finance companies, 
and I would think that this time they are doing it 
themselves rather than on instructions from somebody 
else. We are told that at the present time all the 
chartered banks are experiencing a tight money period. 
If they are short of money -- and, naturally, I 
believe what they tell us -- we would expect them 
to ration credit. 

COMMISSIONER LEMAN: Let us go back to 
the bank lines of credit system, “Would you prefer 
it if the banks said, "We will charge you something, 


but this will be absolutely firm"? 
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MR. WILLMOTT: Our company felt if it 
Was a one-year standby fee it would be much more 
equitable than, Say, a Ssix-months fee, Mind you, 
a preter not to pay a standby fee at all for lines 
Brooredic. but if we have to we would prerer t 
on a one-year basis because of our future commitments, 

COMMISSIONER LEMAN: But you feel it is 
a matter for you: to negotiate with the banks? 

MR, WILLMOTT: yes, 

COMMISSIONER LEMAN: And not a matter of 
regulation or that sort of thing? 

MR, WILLMOTT: Yes. 

COMMISSIONER BROWN: Could I go back to 
the questimI asked? I Gave you an alternative and 
you answered by taking the second half of the 
alternative. But would You. be: in, Pavoun. of Suggesting 
that your company should be permitted to take 
Straight deposits? 

MR. WILLMOTT: Yes, L would pe very happy 
to have our company accept straight deposits. 

COMMISSIONER BROWN: Under the same 
Sort of regulations as the banks? 

~ MR. WILLMOTT: Yes, it could not be done 
any other way. Actually, our charter at the present 
time does not permit us to do a banking business, 

COMMISSIONER BROWN: No, I think that is 
Standard under the’ Companies Act. 

MR. WILLMOTT: Yes, under the Companies 
Act. 


COMMISSIONER BROWN: I just want to know 
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whether you were prepared to compete with the banks 
an ait tTlelas, it Ban Sate Opportunity. 

MR, WILLMOTT: [It is my personal opinion 
there are too few banks in Canada anyway, and that 
competition in that field would be good for the 
banking industry as well. 

COMMISSIONER BROWN: Dealing with the 
competition by the banks in your field of lending 
money, do you think there are any factors inherent 
in the operations of the banks that give them a 
competitive advantage over you? 

MR. WILLMOTT: I think one competitive 
factor is that they are able to borrow their money 
cheaper, on the whole. Their Savings rate, of 
course, is much lower than our average borrowing 
rate. That is the main competitive factor, the 
availability of money at a cheaper rate. 

COMMISSIONER BROWN: Have you any other 
factors you can think of? 

MR, WILLMOTT: Their large number of 
branches is another factor. I think there are over 
3,000 branches among the chartered banks, which 


adds to the competitive feature, 
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MR. SAUNDERS: I think they have a different 
relationship with their customers due to the fact that 
almost everybody has a bank account and as a4 result 
is in some contact with the banks, and ie is if they 
wish to do some business with that person they are 
already doing certain business transactions with then, 
‘and I would Say there is a competitive advantage to it. 
COMMISSIONER BROWN: Presumably they have to 


increase costs to offset this? 


MR. SAUNDERS: They have, of course. 


z COMMISSIONER BROWN: Now, how about other 


sources of funds. Do any of the companies have lines 
of credit with other financial institutions such as 
the trust companies which you mentioned this morning, 
Mr. Willmott? 

MR, WILLMOTT: If there is more of that, 
again it is strictly through short-term secured notes. 
From time to time we get money from all the trust 
companies in Canada, but there are no Specific lines 
of credit to my knowledge with trust companies. 

COMMISSIONER BROWN: Have any of the other 
companies any experience with Standby lines with the 
trust companies! 

MR. ROSS: The same experience. 

COMMISSIONER BROWN: I wonder if we could 
Now switch for a couple of questions to Mees acca 
debt. Why has this ‘increased so much in the last 
three years? 

MR, WILLMOTT: Well, it has increased, I think 


Pretty well, in proportion to the outstanding receivables 
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have gotten larger and they have been able to get into 
the long-term borrowing range. I think that a number 
of companies have gone into the long-term market because 
of the bank lines of rede becoming a little less 
dependable. 

COMMISSIONER BROWN: And they have done this 
at a time of high interest rates? 

MR. WILLMOTT: Yes, it is unfortunate! 

MR. TRUDEAU: And when the bank lines became 
undependable. In our case, Mr. Brown, this is 
exactly what happened; we went for the long-term market 
the last time at a time of high interest rates and at 
the time we first recognized the bank lines were not 
as dependable as they had been. 

COMMISSIONER BROWN: Would you care to comment 
on the difference between your secured notes and your 
unsecured debentures; what companies seem to be able 
to sell them on roughly the same cost basis? 

MR. WILLMOTT: Well, most of the sales 
finance companies have a regular basis for selling 
unsecured debentures and secured debentures. I think 
you are probably aware that for each dollar of capital 
énd surplus, sales finance companies can sell $1 of 
unsecured debentures, and for each dollar of capital 
Surplus and debentures, they can sell four times that 
amount of the secured notes. 

The debenture debt has increased considerably 


in the last few years. A number of the companies have 


added features to the debentures, or they have increased 
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their capital by the attachment of warrants or issued 
convertible debentures or, in some cases, convertible 
preferred shares, Every time a convertible debenture 
gets converted, then you havea change! 40 issue another 
debenture! 

COMMISSIONER BROWN: Two more? 

MR. WILLMOTT: Yes, two more, that is eiehnus 

MR. SAUNDERS: JI think most of the debentures 
have been sold on a retail basis to the public, whereas 
the bulk of the long-term secured notes have beén sold 
to institutions, and normally in the same market 
there would be an interest rate differential perhaps 
of one-half a per cent between the same maturity of 
the company's debentures unsecured and long-term notes 
which are unsecured and institutions prefer the more 
secure position and the public seems to prefer a 
little higher rate. This, I think, has been the 
pattern in most countries. 

MR. WILLMOTT: I think there are still 
a tremendous number of institutions that have the 
unsecured debentures. 

MR. SAUNDERS: Yes. 

COMMISSIONER BROWN: How about the matter 
of borrowing on a long term basis in the United States; 
is this done because of a differential in interest 
rates or because of the availability of funds? 

MR. WILLMOTT: Well, it is a combination 
of beth, actually. I think that the availability 
of funds has had a great deal to do with it. Our own 


company went to the States for long-term money and it 
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WaS because of the availability of money there, or 
the unavailability of money in Canada. 

COMMISSIONER BROWN: If it wasn't available 
in Canada, there was no point in my pele eres about the 
differential in cost, then. 

MR. WILLMOTT: It was Still lower than the 
current interest rate, naturally. 

COMMISSIONER BROWN: What sort of a 
differential would you expect between borrowing in 
Canada and borrowing in the United States for the 
Same maturity? 

MR. WILLMOTT: One-half to one per cent. 

COMMISSIONER BROWN: In Paragraph 159 you 
have this sentence: 

"AS private companies, they (referring to 

the finance companies) are prohibited by 

law from inviting the public to Subscribe 

for their shares or debt obligations." . 


Is this correct? 


MR.WILLMOTT: I believe so. 

MR. SAUNDERS: This refers to the private 
companies, 

COMMISSIONER BROWN: Isn't G.M.A.C. a private 
company? 

MR. SAUNDERS: No, I don't think so. They 


Put out a prospectus. 
COMMISSIONER BROWN: But that doesn't make 
them a public company. 
MR. SAUNDERS: I don't know; I always felt 


that they were not a private company. 
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COMMISSIONER BROWN: Is there a legal 
prohibition against private companies borrowing 
from the public? 

MR. SAUNDERS: I believe if you are going 
to borrow from the publie then you have to produce 
a .prespectus, and in order to produce a prospectus 
it is my understanding that you have to be a public 
company. 

COMMISSIONER BROWN: What is involved? 

Is it very difficult to do this? Iomean,: 1t doesn't 
seem to me this is a major obstacle for a private 
company to put out. 

MR. WILLMOTT: The fact they are a private 
company means that they cannot put out a debt obligation. 
They can borrow from the banks, but they can't sell 
secured or unsecured notes. 

MR. SAUNDERS: Is it your question, would 
there be anything to stop them from becoming a public 
company? 

COMMISSIONER BROWN: What is involved? It 
is not a difficult operation, is it? 

MR. PAINE: Not at all. 

COMMISSIONER BROWN: I was wondering what 
was the point of this sentence. 

MR. ROSS: I think it is that they are 
Small private companies at the start and thet they 
don't have the facilities or the background to go out 
in this market. 

MR. WILLMOTT: We were dealing with the 173 


different companies in the business, of which a great 
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many of them are so small that they -- they are private 
companies and they don't issue their securities to the 
public. 

COMMISSIONER BROWN: JI za biietted from Mr. 
Payne that this is not what it purports to say. 

MR. PAINE: Technically there would be 
no problem. 

COMMISSIONER BROWN: Technically there is 
no problem? 

MR. PAINE: No. 

COMMISSIONER BROWN: ‘Thank you, "that fs al] 
I have. 

COMMISSIONER MACKINTOSH: If there are no 
other questions on that issue, I would like to ask 
one or two on the reaction of ‘the industry and their 
customers to changes in credit conditions. 

I notice in paragraph 195 that you say 
that the large companies have no Ci Pout y in raising 
all .the money they want if they are prepared ‘to pay 
the price. 

Then, in the fourth paragraph further on, 
Paragraph 199, you say: 

",,there is a limit to which money 

will be borrowed by the sales finance 

industry when interest rates are rising 

sharply" 
In the first place,’ is the emphasis on the "rising 
Sharply" or do you really mean when rates are high? 


MR. WILLMOTT: I think when rates are 


high would be the explanation. 
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COMMISSIONER MACKINTOSH: Or have risen 
sharply? 

MR. WILLMOTT: ‘That 28° Ti eht. 

COMMISSIONER MACKINTOSH: What sort of limits 
would make you draw back? 

MR. WILLMOTT: Well, I think the maximum rate 
has been 6 3/4 in the short-term market, which was 
Slightly lower than the treasury bill rate at the time, 

COMMISSIONER MACKINTOSH: I gather that 
both in the 1956-1957 period of fairly nich rates, 
and in the 1959-1960 period, some of the companies, 
at any rate, borrowed at pretty high rates in the long- 
term market, over 64 and 6 3/4 per cent. 

In view of what you said earlier about 
the many costs of service and the variety of other 
charges in addition to mature costs of MOney.> 1S Lt 
not pretty difficult to make a profit on your marginal 
transactions if you are borrowing a lot of money at 
more than 6 3/4? 

MR. WILLMOTT: We would definitely, of course, 
prefer not to borrow at that rate, 

COMMISSIONER MACKINTOSH: I think we can 
see that! 

MR. WILLMOTT: In a rising market one can't 
depend entirely on bank lines, or the short-term money 
market, and when receivables are mounting it is definitel 
necessary sometimes\ to go into the long term market, 
and at that time some of the companies did find it 
necessary to go into the long-term market at the higher 
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COMMISSIONER MACKINTOSH: i OP el gl hw 
much that it is a profitable investment, that the margin 
you think is adequate, or that you have @ going busiiness 
that you expect to last a good many years and you 
Will cover this period even though it is not Particularly 
profitable? 

MR. WILLMOTT: Well, I think your explanation 
at first, Dr. Mackintosh --- 

COMMISSIONER MACKINTOSH: You are” in” the 
business and a to stick with it? 

MR. WILLMOTT: That is PIigie 

COMMISSIONER MACKINTOSH: You can't pull back 
or can't draw out, 

MR. WILLMOTT: It is very difficult to do 
that. 

COMMISSIONER MACKINTOSH: Now, you made © 
Some other statements that appear in several places; 
in the period of tight money the larger companies were 
less hampered than the Smaller companies that were 
dependent on bank borrowing. That didn't mean that 
the larger companies avoided high rates? 

MR. WILLMOTT: No sir. 


COMMISSIONER MACKINTOSH: Simply that there 


WaS credit available and at a price. They had some 
alternative source? } 

MR. WILLMOTT: Some of the smaller companies 
depend almost éntipery on bank borrowings, so during 
&@ period of restricted bank lines they were in quite 
@ serious position. 


COMMISSIONER MACKINTOSH: Now, I think you 
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told us earlier also that among the types of business where 
the rates got down most nearly to interest rates 

was the wholesale business; that is the one where 

there is more interest rate and less service charge 

than in the others, How far do these follow the 

movement of short-term interest rates? Do they 

fluctuate pretty closely with them? 

MR, WILLMOTT: Wellsethey fadlg=<<- 

COMMISSIONER MACKINTOSH: Or do you just wade 
through? 

MR. WILLMOTT: They don't fluctuate rapidly 
with the short term interest rates; they are more apt 
to follow the longer term rates, 

COMMISSIONER MACKINTOSH: . Would you say 
theyfluctuate fairly closely with long-term rates? 

MR. WILLMOTT: For instance, we are just 
at the present time in the process of raising the 
wholesale rates after a fairly extended period of 
borrowing at higher interest rates. 

MR. ROSS: I don't think our company could 
agree with that; I think we would feel that we are 


tied quite specifically to the short-term money rate 


and the prime bank rate. 


MR. SAUNDERS: That would be our reaction, 
too; they lag a little behind the short-term money 
rate and they don't move quite as fast, and there would 
be no adjustment for a movement of one-quarter or one- 
half a per cent. When there is a definite trend they 
move up and down with that. 


MR. TRUDEAU: The lag is longer in an up-trena; 
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with the costs trending downward you are faced with 

much stronger and faster pressure to reduce the wholesale 
rates, and competitively we are inclined to bela little 
Slow, although I agree with Mr. Ross, that these 
wholesale rates are extremely sensitive to the short- 
term money rates. 

COMMISSIONER MACKINTOSH: Competition based 
on your interest rate is from people who are a bit tardy 
in raising their rates and pretty nippy on lowering 
them? 

MR. TRUDEAU: It is competition among 
ourselves. 

COMMISSIONER MACKINTOSH: That is what I mean 
that is what creates this faster movement in one 
direction than the other. 

Now, passing from you to your customers, 
have you any impression as to how these changes in 
wholesale rates affect thecustomers'! actions; does he 
try or is he able to limit his inventories to cut 
down to a hand andmouth basis, or whatever you call 
it? 

MR. ROSS: I think the dealer makes his 

living from selling automobiles; if we are talking 


about the automotive industry, I think the difference 


between one-half or one per cent per annum on his 
inventory will not cause him to protest to the point 
\ 


where he will lose sales. The sales are the more 


profitable end, if he has to make a choice. 
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COMMISSIONER MACKINTOSH: Well, do you 
think it is true that when your wholesale rates were 
fairly low he treated himself rather Senerously 
in the way of inventory, and had a far gaudier Show-room 
than when rates were high without actually losing 
Sales? 

MR. ROSS: I think retail dealers wry. CO 
keep their inventory in line with public demand, and 
what they expect that demand to be, instead of basing 
it on any slight different there might be in the 
wholesale rate from time to time. Does anybody 
disagree with that? 

MR. SAUNDERS: Generally Speaking, when the 
wholesale rate Goes up it has a psychological SrEeeus 
and they take another look at their inventory and 


Say to themselves: "Well, now, this is going to cost 


_me more money", and coincidentally with that happening 


I think many of us would encourage them to take a 
more careful view of their inventory because that 
is a time when we do not want to see too much of 
Our money tied up in inventory either, There may 
be credit reasons which at the same time should make the 
Show some caution in letting that inventory get 
too big for that type of material, but, as Mr. Ross 
has said, I do not think there is a direct correlation 
between those two things,’ although they do happen 
at around the Seat Para 

COMMISSIONER MACKINTOSH: Does the wholesale 
financing extend into the used car business? 


MR. SAUNDERS: Yes, it does, 
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COMMISSIONER MACKINTOSH: Would you expect 
to get a fair response in inventory from the used 
car lot as you would expect from the new car dealer? 
MR, ROSS: I think all dealers, whether 
they be new car dealers or used car dealers, are 
going to keep inventory on hand in order to meet the 
demand, and in that respect the used car dealer is 
not much different from the new car dealer. 
COMMISSIONER MACKINTOSH: Are there not 
more used car dealers whose inventories get a little 
bit out of hand than is the case with new car dealers? 
MR. SAUNDERS: I would think, Dr. Mackintosh, 
that most used car inventories occur as a result of 
trade-ins. When we are talking about inventories 
Pecoing outof, hand .t..is possible for a dealer's 
inventory to get down to the level where, let us 
say, the average age of his cars is getting to be 


too old, and some dealers follow a policy of junking 


at a certain stage -- which I think is a healthy 
policy -- and others may try to sell those very old 
cars, 


MR. ROSS: I thought your question was 
with respect to the used car dealer versus the new 
car dealer, but you are talking of a used car 
dealer's inventory? 

COMMISSIONER MACKINTOSH: Yes, but I was 


not separating them. 
MR. ROSS: Yes, I agree with Mr. Saunders, 
COMMISSIONER MACKINTOSH: On the effect 


of cost and availability of eredit on the dealer's 
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customers the evidence which you quote seems to 

be that on the whole the fluctuations in the industry 
are the result of a demand for the goods that are 
being sold, and you do not seem to produce very 

much evidence that this is modified seriously by 
eredit conditions, 

‘MR. WILLMOTT: I think it is set forth 
quite well in Section 191 ofthe brief, Dr. Mackintosh. 
It comes in under "Retail Finance Charges". 

COMMISSIONER MACKINTOSH: Yes, I have a 
note of that summary. 

MR. WILLMOTT: 

"(A) AtGistinet lack or 
uniformity as far as its response to 

aCe Ce Short-term money costs on the 

part of the sales finance companies is 

concerned. At best the finance charge 

trails the ups and downs of short-term 

interest rates paid by the companies, and 
there is no consistent (or uniform) behaviour 
on the part of the companies reporting 


finance charges in sufficient detail." 


Then Section (C) is: 
"The retail finance charge 
itself 1 ewan 28 be more sensitive to 
long-term rates, or basic tate in the 


\ 
average interest costs of the sales 


finance companies." 
COMMISSIONER MACKINTOSH: Yes, that was 


the section I had in mind. In other words, your 
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general view is that with tighter money a 

rising interest rate arises from the same set of 
circumstances which builds up the demand for automobiles 
or the demand for other things, whatever they are,amd tha 
demand is really not controlled in any great degree 

by the interest rate. You say that the retail 

finance charge appears to be more sensitive to long-term 
rates or average interest costs. Is enend any evidence 
that these changes in the finance charges have any 
“marked effect on the customer except, perhaps, 
occaSionally diverting him to another lender if you 

get out of step? 

MR. SAUNDERS: Dr. Mackintosh, we are 
talking here about the charge which we make to 
Pueedealer. He is In a position to set His*rate 
if he knows what we are going to charge him. He 
may or may not pass on any decrease or increase to 
his customers. Our main interest here is if our: 
costs rise then we must charge the dealer more in 
line with what our costs are. If our costs fall 
then competition immediately will force us to quote 
the dealer lower rates, So, the sensitivitiy occurs 
one step removed from the actual purchaser of the 
equipment, and just to what extent it is passed 
On in either case I could not say. 

COMMISSIONER MACKINTOSH: I am not trying 
to find out whether there is something you ought 
to be doing which you are not doing; I am just trying 
to find out from your experience what happens in the 


market, and you say there is a chance that the 
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dealer absorbs, in trying to make Sales, some of 
the shift in rates? 

MR, SAUNDERS: That seems to happen, 
especially at a time when sales are very brisk. 

He may be quite happy to do more business at a somewhat 
smaller, profit, 

COMMISSIONER MACKINTOSH: I would have 
thought it would work the other way aroun Bike 
Sales were brisk and the customer was willing to 
accept a higher charge he would pass, 1t2o0n, pute. 
Sales are hard to come by then he would use up what 
leeway he had, 

Hm. ROSS: I think in the industry dealers 
have come to accept changes in the wholesale interest 
rate which varies according to the short-term rates 
and the bank rates, and we are able to get by by 
announcing that change in a letter, But, when it 
comes down to changing an arrangement which we 

have with the dealer then we 
nave a different set of circumstances on our hands. 
That is not as readily changed because each one 
may be a sales job to do all over again. The result 
is that the retail rate more or less follows the 
long-term trend rather than a quick change in the 
Wholesale rate which is based on different factors 
entirely. | 

MR. TRUDEAU: There is this exception, 

Dr. Mackintosh. In paragraph 192 we explain that the 
Wholesale finance charges are responsive to changing 


money market conditions. We end that paragraph 
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by Saying that there is a similar responsiveness 

also in the industrial machinery and equipment financing 
To that extent you will see some ups and downs 

at the retail level, 

COMMISSIONER MACKINTOSH: Are you aware 
of any differences in customer response as between 
the different types of goods that require financing -- 
commercial vehicles as against appliances? Is 
there any difference in the degree of sensitivity 
or the observeable response that you are aware of? 

MR. SAUNDERS: I think, Dr. Mackintosh, 
that commercial customers, whether they are purchasing 
commercial vehicles or equipment, would be the 
most sensitive because they use the acquired goods 
to earn income. 

COMMISSIONER MACKINTOSH: They are cost 
conscious? 

MR. SAUNDERS: Yes. 

COMMISSIONER LEMAN: Yes, but presumably 
there is also a good demand in their fields which 
would give them a certain elasticity with respect 
to costs, 

MR. SAUNDERS: I was merely saying that 
I think they are more concerned and more conscious, 
and that they will react ae way or another. Of 
course, if their own demand is strong they will 
Welgh that Eeatadte ‘the added costs which they will 
have to bear, | 

COMMISSIONER MACKINTOSH: Going back to 


an earlier question that was partly answered, do 
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changes in credit conditions -- that is, tight or 
easy money -- occasion differences in your agreements 
with dealers as to dealers! reservyes;nor tsuit 

just the amount of reserves that he pngeee to 
concede? 

MR, SAUNDERS: The agreements that we 
have with the dealers are basically to buy the paper 
from them PY: a certain rate, and with fluctuations 
in the money market the rate at which we will buy 
from them can vary. It seems to VARY LaLrly tae b 
on ae down-side, If money becomes Very plenviruL 
we will buy from him at a lower net rate. Now, 
the dealer's reserve arises out of the difference 
between the price at which we buy a contract and 
the price at which he wrote it up. I would say 
there may be some correlation there. If his cost 
comes down he will probably write it at a lower 
Tigure,i but iteis not tied as directly to it. 

COMMISSIONER MACKINTOSH: To what extent 
Me ey is ongicer 

MR. SAUNDERS: To quite a large extent. 
The dealer has a supply of our contracts;he has 
Our rate charts. The rate charts are primarily 
to assist him in computing monthly payments, and 
he may have a fair number of rate charts there. 

He writes up contracts, and he works a the sasumptlon 
that we are going \to buy his paper from him,but he 
does not necessarily sell it to us. There are 
dealers who build up a fairly big block of paper 


and then offer it to three or four companies, and 
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he will sell it: to that company that is going to 
buy it at the best mrtideicbe him. There are other 
dealers who will carry some of the paper themselves, 
and will carry the rest of it through a finance 
company. There are some who will borrow from the 
bank against those contracts just as they do for 
other receivables. The bulk of it, of course, 

does go to the finance companies. 

COMMISSIONER BROWN: Can I interpose one 
question here, Dr. Mackintosh? 

COMMISSIONER MACKINTOSH: Yes. 

COMMISSIONER BROWN: Does the dealer 
under competitive conditions and changing interest 
rate conditions vary the finance charge to his customer, 
or does he figure it out and give it to the customer 
in the terms of the retail price? 

MR. SAUNDERS: The practice has been more 
to do it in the retail price. There are many 
variables. In the case of automobiles there is, 
of course, the price of the automobile itself, and 
then there are prices which include accessories and 
extras on the car. There is the price that the 
dealer pays for the trade-in, and that applies in 
almost every case. Then there is the financing. 

I think most dealers try be keep the price of their 
main product as low and as competitive as they can. 

THE CHAIRMAN: We will adjourn for 10 
minutes. 7 


--- A short recess. 


COMMISSIONER MACKINTOSH: Mr. Chairman, I 
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want to go back to one or two questions which I 
had overlooked. You told me that on the whole 
dealers would not make an inventory response to 
changes in wholesale prices, but I eat now that 
one or two of you who put in Supplementary briefs 
did indicate that under severe conditions the finance 
company itself might cut wholesale lines and force, 
tL take it, some liquidation of Lnventory, “1 taice 
it that this is correct? 

MR. SAUNDERS: Yes, that could be correct. 
I would think that under certain arate tt) 
the assessment of the finance company, sales might 
decline they would certainly exert pressure on the 
dealer to keep his inventory in line with expected 
Sales rather than with what he thinks his sales 
will be, because normally the dealer's assessment 
might be a little more optimistic than the finance 
company's assessment in the outlook for the future. 
An inventory that sits for a long period of time 
represents a cost to the dealer, and it represents 
an inconvenience to the finance company because 
the money is not turning over, and it may very well 
be that a dealer in such a position will find that 
after a while he will have to sell those units off 
and take a.loss. We are reluctant to ever be in 
a position ee have to see our ieee take 
too many losses, Yn such a case we would caution 
him against building up too big an inventory in 
a period when we expect conditions to deteriorate 


Somewhat, especially if we think they are going 
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to deteriorate seriously. 

COMMISSIONER MACKINTOSH: In that 
case you are taking the tight money Situation as 
a kind of a signal or forecast? | 

MR. SAUNDERS: We do, sir, and we 
take it in various ways. Under tight money I 
think the next step may very well be declining 
employment which, in turn,means our retail customers 
may have difficulties in keeping up with their 
payments. It may mean a decline in the purchasing 
power of the population as a whole, and your over-all 
Sales might decline with it, whereas if it is 
_ brought about by other factors we think the result 
of it will be a general curtailment of business 
activity. 

COMMISSIONER MACKINTOSH: In a situation 
in which money is tight to a greater or lesser 
degree, and your companies find it hard to scrape 
up the necessary credit for all their lines of business, 
do you select among them and decide that a greater 
Share of the funds should be put into the more 
remunerative lines, and that you will restrict 
the less remunerative lines more? 

MR. SAUNDERS: I do not think that is 
the case. That would be the sensible thing to do 
under certain conditions, but we have arrangements 
built up over a period of time with dealers, for 
instance, and we feel a responsibility towards 
Servicing those accounts that are long-term accounts. 


They may not necessarily be the most profitable 
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ones, but they may be the ones where we feel we 
have the greatest responsibility in servicing. 
To this extent the logical thing would Desh 2h. 
money is really tight, to take all of our money out 
of wholesale and start putting it all into retail, 
but, of course, this is neither practical nor do 
we feel that is the way to do it. 

COMMISSIONER MACKINTOSH: Well, you 
have built up such an impression of sensible logic 


in my mind that that is what I assume you would do, 
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MR, SAUNDERS: I think we have a lot 
of dealers who depend on us for a certain type of 
Service, and our ability to Supply them with money 
is what they rely on. That is the most important thing 
that they expect from us and deal with us for and 
even though it may not be the most profitable part 
of our business that would be the part we would 
Service first. 

COMMISSIONER MACKINTOSH: I have asked 
you a number of questions about your own and your 
customers! responses to tight money and you have 
given some indication that it , Some Lectraintg. 
often rather belatedly. What about easy money? 

Do you put forward any special effort if the industry 
is at a rather low point and money is chean?. Do 
you have special sales efforts that you put on? 

MR, SAUNDERS: I would say definitely 
we do. Naturally, when money is easier we have 
access to more of it at better rates, and that is 
the time when we try to increase our business. 

COMMISSIONER MACKINTOSH: And this is 
to a degree timed nearly as you can with the turning 
points in the business cycle? 

MR. SAUNDERS: It seems to be. -I would 
not say it is necessarily by choice but it works that 
way. We are affected by the cycle the same way 
as all other businesses are. 

COMMISSIONER MACKINTOSH: Your sales 
effort would be greater when money was fairly cheap 


than in a period when it is tight. Is that a 
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reasonable statement? 

MR. ROSS: I would Say that our sales 
effort is always Supposed to be at a very high level, 
but when we get into a period of tight money I 
think we tighten up Qualitywise,; and I think there 
may be some transactions which you would take during 
a period of easy money that you would not take 
during a period of tight money. So, when money 
is easy our sales effort is Supposed to be the 
Same, but perhaps there is a little more.,effort 
put behind it. We would probably take transactions 
which we would not take under tight money circumstances. 

MR. TRUDEAU: We might work harder to 
Qualify a transaction in a period when money is 
readily available. We might try to be more ingenius. 
We might send a higher-level executive out to look 
Over the property or talk to the people or do many 
more things to try to qualify. I do not think we 
are necessarily reducing our standards but we 
definitely work harder to make a deal. 

COMMISSIONER MACKINTOSH: Just one 
more question. We had some information from, I think, 
the Laurentide Company as to their communication 
between head office and branches. How generally 
are credit standards that you want to put into 
Operation at any time worked through your system, 
communicated to your branches, and do they respond 
promptly or is it rather a slow process to get 
your branches to realize that you are taking a curve 


and going in a slightly different direction? 
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MR. SAUNDERS: ‘It has been our experience 
that our branches respond quite rapidly. The 
communication may take any one of a number of forms. 
It could be by form letter, telegram or telephone. 
To some extent it would depend on the nature of the 
problem. It could also take place -- and this is 
a constant process -- through the visits which take 
place between personnel of the head office and 
branches, between our district operational managers, 
regional managers and supervising personnel who 
are charged with translating the head office policy 
into the branches, They should then explain the 
reasons for the policy and also the reaction which 
is expected. That form of communication would be 
verbal and it would be quite errecvive. ang Los 
going on aldithe time. 

THE CHAIRMAN: Any further questions? 

COMMISSIONER GIBSON: I should like = 
ask a few questions about your views on the monetary 
policy. These questions have all been touched on 
a little but never focused, and I should like to 
Start by referring to a statement you make in 
paragraph 204 on page 100 in which you say: 

" Having regard for the economic 
situation in 1959, it can be said that 
the wrong policies were transmitted through 
the wrong channels in the wrong manner." 
Now, I recognize that nobody likes having 

lines cut and you people certainly had your lines 


Cut back, but would you care to elaborate a little 
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further on this: "... the wrong policies, wrong 
channels, wrong manner"? Would you like to turn 
it around and say what would be the right way to do it? 

MR. WILLMOTT: As to the wrong policy 
we felt that at that time, due to the data which 
we had developed, the trend was already turning 
downward in the volume of business purchased by 
the sales finance companies, and therefore it 
was not necessary to adopt the attitude that was 
taken at the time. 

COMMISSIONER GIBSON: You argue that 
the m@netarypolicy became active too late? 

MR. WILLMOTT: That would be correct. 

COMMISSIONER GIBSON: You do imply here 
in effect that this was the policy of the central 
bank. Is this so? 

MR, WILLMOTT: That was our understanding, 
yes. 

COMMISSIONER GIBSON: The banks put 
this into effect, the chartered banks, is that not 
right? 

MR. WILLMOTT: We understood that it 
wae as the result of a directive from the Bank of 
Canada or after discussion with the Bank of Canada 

banks 
that the chartered/put this into effect at a time 
when the chartered banks were becoming more and 
more competitive with us in our own field. 

COMMISSIONER GIBSON: But leaving 
aside the question of whether the sharp tightening 


came too late to check the increase in consumer 
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credit, you are saying it was being checked anyhow 
and it would not make too much difference. What 
would have been the right channels? How SoulG tn ts 
have been communicated, assuming the policy was 
right? 

MR, WILLMOTT: Well, we would like to 
see, and it is our recommendation, that the Federated 
Council should be called in by the monetary authorities 
to have the problem discussed with them so that 
we can fully understand what channels should be 
taken so we can co-operate. We are not Suggesting 
what form the controls should take but we feel that 
the controls, if any, should be equally effective 
on all persons engaged in the business of consumer 
credit. 

COMMISSIONER GIBSON: You say this 
in your first recommendation at the beginning: 

"That any needed control of 

consumer credit be achieved by monetary 

and fiscal policies, clearly 

communicated to, and equally effective 

on the operations of, all suppliers of 

consumer credit." 

How can monetary policy be equally 
effective in pestion £i 453 of all suppliers of anything? 
It does not work that way now. There is the quality 
to consider, and sO on and so forth. 

MR. WILLMOTT: I do not think we are 
prepared to say what type of controls there should 
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COMMISSIONER GIBSON: This implies 
a very selective type of control coming from the 
monetary authorities to all people who engage in the 
business of consumer credits. Is this eee 
MR. WILLMOTT: Yes, sir. 
COMMISSIONER GIBSON: So it is not 
part of general monetary policy as interpreted 
now. it is something special, I take it. 
MR. SAUNDERS: This happened during 
World War II and again during the Korean War, and 
in those instances there was a desire to restrict 
the consumer credit primarily because production 
was to be channelled into other areas, and it is 
difficult to say whether the restrictions on consumer 
credit as such are even necessary once the products 
to be financed are no longer made. But let us say 
it was considered to be necessary, and in that 
particular case there was an effective control of 
consumer credit on all various lenders in the field, 
COMMISSIONER GIBSON: That is right, 
but the two occasions which you have mentioned, and 
I think they wae the only two occasions on which 
there has been any direct control over the terms 
of consumer credit as such, involved in the first 
instance a condition of full emergency and in the 
Second instance a condition of near emergency. 
This is not the sort of usual area of monetary 
“policy. When you are in emergency conditions you 
do emergency things, and this is true not only of 


consumer credit but of very many other operations 


' 
‘ 
| 
H 
i 
i 


evseimisediat ee yolkiog yisevseaca L[e1efes, Ao ase q ae 


a) 
* 


4 bi. iA 


felt ero nt atabool ayvotiusy [la ao ¢gfbexs temuEene 


ond mort ahtene aia 


=e. Y a) - 7 

nt gpence or alyoeg tis ot gers 20! — . 
mr: ; f 
Masyses elds or ,8ILbs% xeuwan03 20, 
i 


ae 
7 
gor ef #202  sHWOBEID AAMOLLAIMMOD:- " 


whe ee¥ ;TQOMIITW \AM 


I 


J 
oA] 
. 


Fane 
a) 
JL sist I ,.fselosge gatisemon he ax: sa 


4 J ; i 7 in 
yitiws pensqdased © 6 :2AZOMUAS . AM 7 
} 7 oe > 


} i : 7 
bis .tall GeesGN ot oetvvh afese bas oh 18 bite 


tobitaex of etlasb @ ssw egedd escnatent seed 
OLvoveerg savgodd ¢iLiamitg tfbexs TOMUEROS cm 
5f 32 Bie geeeta cotizo otat bafLerinads ed at 28W 
ZOD Mo anoltotsiegers out Tedtedy van ov 3 voLSEED 


cuboxrg sid sone yisaceosn neve ets dose es dibers 


= 


fel wwe .oope tegnol on ets boonsntt ed oF 


feig ot ake .YIsseeoem 3d oc hersbLenoo) saw 725 


* — yh hj 
LOWS, SV OS 


(te a8 aaw exedy sado talveliqag 


= ©) 


~Wiait ef 2a) ;HORSID AZWOIZEDMOO 


,benacitneoma aver wo6y to tiw esotesooo ows eazy oud 


dotiw mo, dagtasaco ows view Sat owe yods Moths , 


if 
antves sit «sho Yousnmle teeth yns need asd ont r 


a ; 


damtl acs ai bevioval..dome es ghbers temyanos 


one RE bax yonep items Lint to moitibaoo s 990% 


“ansgireme tase YW webtthaos s evastent b 


“t ca 
wsetencn’ Io Reus ay Ro dtoe ort Yoaiet s 


VOX entinastse deemarsa t exe sucaree nt: 
ita. - . 


26 “luo gow spet abe 


woottiigs rabz 


Nethercut & Young - 5469 - 


Toronto, Ontario 


in the economy. However, as a matter of regular practic 
how do you see monetary policy working in relation 

to sales finance companies? This is the problem 

that 1s puzzling me. You make this general statement 
that it should be achieved by monetary and fiscal 
policies, clearly communicated tp and equally effective 

on the operations of all suppliers of consumer 

eredit. 

MR. SAUNDERS: I do not know if I am 
speaking for the whole Council but it is my opinion 
that controls towards the sales finance industry 
are not necessary unless there are some special 
circumstances of a type which we have just been 
discussing. 

COMMISSIONER GIBSON: Those are very 
extreme circumstances. 

MR. SAUNDERS: Yes. Without some 
extreme circumstances being in existence I do not 
really think that controls onthis particular industry 
are.necessary. However, it is our feeling that if 
the monetary authorities wish to make certain changes, 
and in those changes they feel that the sales finance 
would be affected or should be co-operative or 
Should be involved, then we would welcome the 
Opportunity of having that particular aspect Of 1 
discussed with us. We may have some views on how 
to do it at that time if that situation exists. 

We may also have some reasons why it should or should 
not be done, and we will beable in the light of 


mowledge which is then handed to us to make some 
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recommendations as to how we will react. 


COMMISSIONER GIBSON: Is that the 
general view? 

‘MR, WILLMOTT: I think so, yes. 

COMMISSIONER GIBSON: What in effect 
you seem to me to be saying is that "If there is 
a crisis, a very serious’problem that affects our 
industry, we are willing to co-operate." That is 
fine but what about just the ordinary working 
of monetary and financial policies? How do you 
fit in there? If you do not like having the 
System as it works now, working through the banks 
to you, how should it work? How are you going to 
become sensitive to changes in credit policies? We 
want enlightenment on this. 

MR. SAUNDERS: Supposing a situation 
were to arise whereby the Governor of the Bank of 
Canada felt that sales finance companies should 
restrict their operations for one reason or another. 
He would call in the officers of the Federated 
Council and explain what he has in mind and why, 
and then that could find its way down to the various 
member companies, and with explanation people will 
do more than through force. 

COMMISSIONER GIBSON: Supposing you 
did not agree with him? | 

MR, SAUNDERS: It might be we would not 
agree with him but we might feel that we should go 
along with him anyway. We might also have some 


Suggestions that would change the picture. Let me 
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give an illustration. Take a dealer who sells 
washing machines or refrigerators and he carries 

his papers with a sales finance company. The same 
type of equipment may be purchased Lee department 
store which ae not deal with a sales finance 
company. Well, we would want to see that our 

dealer is not put to an undue disadvantage in 
relationship to his competitor who had a different 
type of financing programme. That is the type of 
thing we mean by all users or all lenders of money. 

COMMISSIONER GIBSON: I understand your 
feeling and it is a perfectly natural one, that you 
want -to be fairly treated, but you do say that 
you do not like the way the present system works, 
What you have said is very largely in the context 
of a really difficult situation where the central 
bank has to face up to a problem. Normally we do 
not live in a crisis, and the monetary authority is 
merely adjusting itself moderately to certain changes 
it sees, and the thought is that this works through 
the financial system and has some gradual effect. 
How do you fit into that? 

MR. SAUNDERS: Let us take our 
arrangement in relationship with our bankers. If 
Our banker cuts off our line of credit because 
he thinks we are no longer credit-worthy: or because 
he wants to restrict his funds so as to lend elsewhere, 
then we are not complaining about’ that action. We 
might not like it but we are not complaining about 


it. On the other hand, if he cuts us off because 
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the monetary authorities tell him he Should, then we 
feel that that information would be more useful to us 
if it came to us directly, 

COMMISSIONER GIBSON: So, all ett are ‘objecting 
to is the way in which this selective control comes to 
you. You feel if special selective action is to be take 
Lt should be communicated to you? 

MR. SAUNDERS: Yes. 

MR. WILLMOTT: May I quote from the submissio 
of the Bank of Canada to the Royal Commission? Section 14 on 
page 28 reads: 

"A much. more far-reaching approach 

would be to aim at exercising, through 

central bank efforts or government controls, 

a detailed selective influence over the 

lending policies of a wide range of 

institutions, in respect °forvexample of 
consumer credit contracts, mortgage 

contracts, offerings of new issues in the 

capital market and stock market credit." 

In other words, the Governor of the Bank of 
Canada, I believe was thinking of exactly what we were 
talking about in this instance. 

COMMISSIONER GIBSON: He says that is a much 
more comprehensive kind of approach. 

MR. WILLMOTT: That is correct. 

COMMISSIONER GIBSON: In other words, your 
position is that as long as the central bank or the 


government does not say that your industry ought to-be 


treated in some special way, you are willing 


to let the chips fall where they may? 
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MR, SAUNDERS: I think that is inherent 
in the free enterprise system. We do not Peel, 
especially under the present relationship which 
exists between our bankers and ourselves where we 
not only have a customer relationship but. also a 
competitor relationship, it is reasonable to have 
controls on our industry imposed through people who 
are in a way competitors, 

COMMISSIONER GIBSON: One of the 
difficulties about this involves the question, of: 
the definition of control, for you have lines of 
credit with the banks and the banks are your 
competitors and they can change the lines of credit 
if they want on their own volition and leave the 
central bank out of it. You say that this happened 
this year. 

MR. WILLMOTT: Yes. We would be 
interested, if that had to happen, to see a form. 
of control which would restrict the consumer lending 
of the chartered banks as well as our own. 

MR. SAUNDERS: We feelif it 
is government policy that there should be control 
then that should be communicated to us through the 
BOvernment. If it is the policy of the bank that 
rather than lend to one of the finance companies 
it wants to lend to somebody else, that is a choice 
it can make but if\the bank tells us, "We are doing 
this because we have been told to‘do so by the 
government" then that is the point where we feel 


we should be involved at the government level. 
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COMMISSIONER GIBSON: Do you feel that 

this kind of consultation at the government level 
is likely to be effective? Let me elaborate a little, 
This is what is called moral suasion, and one of 
the difficulties about moral suasion is that if 
a group goes along with a certain proposal, maybe 
some of the people in the group are less meticulous 
about it than others and the fellows who go along 
are penalized and the other fellows are not. I 
should like to hear what you think about this idea 
of consulting with the government and how far you 
can hope to wach sensible and workable arrangements. 

MR. WILLMOTT: It is a little difficult 
to say because we have never had it put to us, Mr. 
Gibson, but we would be very willing to try it. 

THE CHAIRMAN: Persuasion was never 
moral. 

MR. WILLMOTT: That is right. 


COMMISSIONER BROWN: It was tried once, 
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MR. TRUDEAU: Mr. Gibson, we mention here 
in this particular paragraph you quoted from, that 
we feel fiscal policy should be clearly communicated to 
and equally effective on the operations of all the 
Suppliers of consumer credit, keeping in mind that, 
on the figures in Chart No. 5.1, on page Leb, that 
the sales finance companies are only carrying less 
than 17 per cent of the consumer credit outstanding 
in Canada. Our feelingeisrthat af theretis good 
reason for any kind of regulation or control of 
sales finance companies it certainly must be because 
of monetary control thoughts as to what should be done 
regarding consumer credit. If we are going to deal 
with consumer credit , it does not seem to us that 
dealing with less than 17 per cent of it is very 
effective control of any kind. I think all phases 
of consumer credit should be dealt with. 

COMMISSIONER GIBSON: Your statement is based 
on the premise that the central bank has been the 
author of these cutbacks. 

MR. SAUNDERS: That is certainly our 
impression. 

COMMISSIONER GIBSON: It is certainly not 
the case this year. 

MR. SAUNDERS: Not at the present time, but 
we have been told, under various conditions, that 
an agreement exists between the Bank of Canada and 
the chartered banks, and that various reductions 
in our lines of credit in 1959, for instance, resulted 


from disagreement. We are affected by something which 
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1 we do not even know what it is, why it is done or 
2 how we could help cure the situation which maybe 
$3} requires curing. This is the area where we feel that 
os maybe we could be of some help, and it certainly would 
Sy be helpful to us. 
6 THE CHAIRMAN: If the central bank, using 
7 its ordinary techniques, decide that money should be 
8] tightened, and by affecting the reserves of chartered 
9| banks it had the ultimate effect of affecting your line 
10} of credit with the chartered banks, would you suggest 
11 that that was a proper way of curtailing your activities 
12 4 little bit? If the ordinary procedures of monetary 
13 policy were carried out in a general way, affecting 
14 everybody who might be concerned, someone might be 

mar5 a little more affected than others, depending on 
16| their position . If it was done in that way and 
17 no attempt was made to select any group who were to 
18] be told they must do this and they must not do that -- 
19 if it were a general policy and it affected your 
20 business as a result of the contraction of bank 
21) credit, would you have any objection to that? 
22 MR. SAUNDERS: No, I would not, but what 
23} I would have a great deal of difficulty in understanding 
24/ would be why such a policy would have the results 
25 of all the banks curtailing all the finance companies 

| at the same time. In other words, the situation 

27 | that you have descriped would indicate to me some 

%} banks will take certain action and other pvanks other 


29 | action. 


THE CHAIRMAN: I do not know. The net position 
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of it is that the credit of the banks will be contracted 
generally. 
MR. SAUNDERS: Yes, right. 
THE CHAIRMAN: And the banks will then 
pursue their own policies, to adjust themselves to 
that situation. You may be affected or you may 
not be affected. 
MR. SAUNDERS: That, I think, would be 
a different situation from what has happened in the 
past, as far as we are concerned. 
THE CHAIRMAN: I am just asking about that. 
MR. WILLMOTT: Provided their own consumer 
lending was curtailed. 
MR. SAUNDERS: I do not think that matters. 
THE CHAIRMAN: Is this one of your complaints? 
Are you suggesting that the banks took advantage of 
the situation and increased their consumer loans at 
your expense, by cutting down yours? Is that suggested? 
MR. SAUNDERS: We think the statistics 
bear out some activity in that direction; and that 
is a perfectly good, normal business decision 
on the part of the banks. Why should they lend to us, 
if they could lend elsewhere? 
COMMISSIONER MACKINTOSH: You mean to say 
you notice some turn up? 
MR. SAUNERS: If this is done in’ the 
name of national policy, we feel we would not have 
agreed with this as national policy. 
COMMISSIONER BROWN: I ama little confused 


on a lot of this. Was not it a fact that moral suasion 
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was attempted once and it did not work? You mentioned 
this, I think, in your opening statement. 

| MR. WILLMOTT: Yes, in 1959 -- 1956-57. You 
mean, the meeting we had with the governor of the 
Bank of Canada. That was before the council was 
formed, Mr. Brown, and it was not particularly effectivel. 

COMMISSIONER BROWN: At the moment you 
represent 70 per cent in volume of the industry, and 
the other 30 per cent is represented by a lot of small 
companies and one large company? 

MR. WILLMOTT: That is correct. 

COMMISSIONER BROWN: Have you any good 
reason for assuming that moral suasion, under present 
conditions, would be more effective than before? 

MR. WILLMOTT: © I think, if it was sold to 
Us properly and we understood the conditions which were 
required, “our companies would be willing to do our 
bit to maintain whatever situation the governor 
of the Bank of Canada or the government required. 

THE CHAIRMAN: Can the Bank of Canada wait 
until you are satisfied their policy is the right 
policy? 

MR. WILLMOTT: Well, we can be satisfied 
quite quickly. 

COMMISSIONER BROWN: Frequently the monetary 
policies are trying to move by nudging rather than 
Something drastic. Is the use of moral suasion to 
get nudges into the economy a correct piece of such 


a technique? 


MR. ROSS: We think we do not complain and 
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we cannot complain in regard to any action taken by 
the central bank to make money tight; and if the 
chartered banks cut back on our credit tines; that is 
O.kK. If they continue in the consumer credit field, 
we think it, perhaps, a bit unfair, but we still cannot 
complain about that because it is still a competitive 
Poss wevhave to“ contend with. “Bugetr*i¢-is going 

to be moral suasion, then we would like to know about 
ZU I think that what we really mean is that if you 
ask us, we will co-operate, but we will also want to 
make sure that the other 83 per cent of the people 

are also brought into this in some way which we 

might be able to help with. SO; if?it.isomoral 
suasion we would like to hear about it. 

COMMISSIONER LEMAN: Would you be prepared 
to take one further jump? Do you think the moral 
SuaSion approach is any good, to go to certain people 
who are providing a service or goods, and say, "Will 
you gentlemen as a group please reduce the amount 
of business you are doing voluntarily?"? Does that 
make much sense? 

MR. SAUNDERS: I would say that if the 
Statement stops there, it would make no sense at all. 
But if the statement went on to say, "The reason why 
we feel you should do this is so and so and such and 
Such, and, alternatively, if you are not going to do 
it there may be certain other things we will do which 
may or may not be desirable," then I think it would 


have some effect. 


COMMISSIONER GIBSON: You are saying, in effect, 
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it has to be a pretty serious situation before you 
can see this kind of method should be used. Ui oa 
not going to work for a small change, but you have 
to have a real problem? 

MR, SAUNDERS: We feel that if we lose 25 per 
cent of our bank lines, that is a fairly serious 
Situation, so there was plenty of Opportunity before 
that decision was made to give us some warning. Maybe 
there was not, but that was our feeling. 

COMMISSIONER MACKINTOSH: May I interject 
a further question? Assume that in some future 
Situation there is a need for a holding back of 
eredit, and assume, in the second place, that the 
action is evenly applied both to the finance companies 
and to the chartered banks -- if we remove that 
complaint, and I assume it could be extended also 
to the small loan companies -- would that be effective, 
or would you have to go right through the whole list 
of department stores and credit retailers and all 
the varieties of consumer credit which exist? 

MR. WILLMOTT: Dr. Mackintosh, I think 
that to be completely effective it would have to 
g0 right through all the suppliers of credit. 

COMMISSIONER MACKINTOSH: If you still carry 
on or retain your desire for consultation, then it 
is the second boom after this one you se going to 
catch by this process. Perhaps you might plan it 
SO that it would work right. These things happen 
too guickly for that process to work. I think per- 


haps the consultation you want is a fairly periodic 
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consultation, which would Give an understanding of your 
industry and give the industry some understanding, per- 
haps, of some of the problems of monetary policy and | 
how it affects this, so that if there was need for 
Sudden action it would be taken in an atmosphere of 
some understanding rather than as a complete bolt from 
the blue. 

COMMISSIONER LEMAN: Could not one argue 
that if in the mind of the monetary authority the 
reasons for trying to get you to cut down is to get 
Somewhat less cars sold or made, then why not go 
direct to the car manufacturer and ask them borcuy 
down on their sales? 

MR. SAUNDERS: We would prefer that. 

MR. WILLMOTT: There is a certain amount 
of discrimination against the credit DUyer re Ts 
limited strictly to credit, because if the manufacturer 
proceeds to manufacture cars the cash buyer can still 
buy cars, so that what you Say about limiting the 
manufacturer definitely has some merit. 

COMMISSIONER LEMAN: I am not suggesting 
how it should be done, but I am trying to find out 
if you really believe that persuasion is a good 
approach, In other Mecca's I am asking you if you 
think persuasion would work if the monetary authority 
went to the manufacturers of goods and asked them to 
cut down on their sales. 

MR. WILLMOTT: I do nee think we can speak 
for the manufacturer. 


COMMISSIONER BROWN: Have you any suggestions 
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1 as to any specific forms of credit control that might 

2 be applied? 

3 MR. WILLMOTT: No, sir. 

4 MR. SAUNDERS: I think we would develop 

5 suggestions if we knew the problems. In other words, 

6| We are not aware at this moment of any problem necessitating 

7 the need for control. 

8 MR. WILLMOTT: I think the form of control 

9 could be decided. I do not think any crisis has 

10 arisen fast enough that there could not be some 

11 form of consultation that would set the type of 

12 Petcol.« 

13 | COMMISSIONER GIBSON: The difficulty about 

14) @ boom, ---and the tight money that often goes with 

15 it, is that the initial stages are very nice and 

16 everybody likes it. All the credit participants 

17 in this situation like it and they are out getting 

18 business and the whole toing Le sfine, But.this 

ma 6tS A. point, if the boom is going to be checked 

20 to lessen the later decline, 

1 or put some restraint on it happening -- you get this 

22 later when it has gone so far that . to. put the brakes 

23 on the problem is much more difficult. 

24 MR. WILLMOTT: We are only one segment of 

25 | the very large credit industry, and it would be 

26 difficult for us to sit and restrain ourselves while 

27 Other people were going ahead. We think it should be 
done in concert with the autheritissse. 

29 COMMISSIONER GIBSON: I understand your 


at Point of view, but you talk about clear communications 
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and so on. I speak subject to Correction, but 1t 
seems to me that clear communications are only likely 
when you have a pretty critical situation. You do not us 
ually «now if a rising trend in business is going to go 
on into a boom. The only time clear communication 
is likely is when you héeve a real problem. How does 
the monetary authority succeed in giving you these 
little nudges that sort of tighten things up for you 
@ little bit? This is what they do to the banking 
system. It partly works with you too, but you have 
developed other methods of raising your funds. Have 
you any thoughts on this problem? 

MR, WILLMOTT: Could we develop some thoughts 
for you? | 

COMMISSIONER GIBSON: I would be ae pleased 
Pe you did. 

MR. WILLMOTT: I think it might be a matter 
where we could perhaps issue a supplementary brief 
for you, rather than discussing it at the present 
time, if that would be satisfactory. 

COMMISSIONER MACKINTOSH: You did say, I 
think in another part of your brief, that you think 

regulation of down payments and length of loans 
is not and would not be effective. 

MR. WILLMOTT: There are so many cash loans 
these days, Dr, Mackintosh, that it would not be | 
entirely effective to the sales finance companies. 

COMMISSIONER MACKINTOSH: I think my 
recollection is it has proved pretty hard to define 


a down payment. 
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COMMISSIONER LEMAN: Could we come back to 
one thing we touched nn a little this morning, but 
in another context? I warned you I was not then 
talking about the term "disclosure' but we thought 
we had better talk about it a little PECL NOt, oF 
course, because we are fanatics about it ourselves, 
but we have heard a great deal about it from other 
groups that have appeared before the Commission. 
There is a sentence on page 38, which is part of 
paragraph 87. This is under "(c)" on page 38, and 
you say: 

"A percentage rate of comparison, 

however, will not be helpful, since 

chartered banks wil] express their 
personal loan rate in one manner 

(which differs among banks), credit 
unions in still another, while a Special 
set of rules for interest rate compu- 
tation would have to be devised for 

the sales finance field." 

I think that. where the word "disclosure" becomes 
important is not in the relations between you and 
the dealers, it is not in the relations between you 


and these industrial borrowers, that sort of sophisticated 


credit user, but let us talk about the general public, 


the purchaser of goods, say. 
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We don't have to be concerned here with the dealer's 
reserve and all kinds of wrapped up service thrown 
in as between you and the delaer, but as between 
the dealer and the purchaser of the automobile why 
would a whole set of special rules have to be 
devised for that kind of a transaction? 

MR. ROSS: Well, this ee calculation 
per annum on a customer's contract is a very difficult 
thing. I think that we might concede that if all 
customers' contracts were made out on a certain day 
of the month and that the first payment was exactly 
one month hence and all other payments were paid 
exactly one month after that for a period ory-Say, 
twelve months, that a set of tables could be provided 
which would give the approximate per cent per 
annum, but the facts of life are.that when durable 
goods are purchased it is very seldom that the 
first instalment will fall one month from the aay 
of the contract; hence somebody will say, "My 
payday is on a certain date and therefore I want 
to make my first payment two months from today or 
a month and a half from today or fifteen days from 
today, " which throws the whole calculation out, 

Then, of course, you might have a 

, School teacher who wants to skip a couple of months 

a 

‘or a fisherman who wants to skip two or three months 
in the winter,.and'so on. Well, these things all 
change the rate of interest per annum and it would 


be impossible to try to supply 


enough tables at the retail level which would be 
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effective in using this instalment sales finance 
tool as a merchandising medium, 

There are mechanical difficulties 
and they are great, but I would like to say again 
as I said this morning that the sales finance 
companies have always been in favour of full disclosure; 
that we believe that the most meaningful terms to 
the buying public is the charge or the difference 
between the cash price and the time Dricexasy it ahs 
quoted in dollars and cents. 

iss you will refer to our brief you 
will see that there are many contracts in there 
Submitted by different sales finance companies 
and they all outline the transaction right from 
the selling price, less the down-payment and plus 
insurance, if any, and then the finance charges +=- 
as they are called -- are quoted in dollars and 
cents which gives the total deferred payments which 
are repayable over a period of months and the 
instalments are stated, so we have always followed 
the philosophy that there should be full disclosure 
and that the purchaser must understand the trans- 
action, otherwise we would be laying ourselves open 
to a lot of adverse public relations and comments. 

We also feel that to state the interest 
charges in terms of a per cent per annum would 
create confusion in the public mind. We also feel 
that it would destroy flexibility at the retail 
level and that it would cause complications between 


the dealer, the salesman and his prospect. 
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In so far as confusion is concerned, 

I wonder if people don't come back to dollars and 
cents finally anyway. We have the credit unions 
quoting a per cent per month and we have the banks 
with a per cent per annum plus a service charge, 
and we have revolving credit with a charge per month 
based on the balance at the first or at the end 

of the month, and we have all different kinds of 
credit which have evolved in this credit ide = Ws (ley Fa 
of which take on a different method of quoting the 
charges. We still feel that a person earns dollars 
and cents and spends dollars and cents, and that 

is the best way to disclose it. 

For instance, to indicate the confusion 
that might exist, if you walk into a retail establish- 
ment and nF buy, say, an article for $1,500 and 
the downfayment is $500, leaving a balance of 
$1,000, and the public should ask, "What rate of 
ee do you charge?" and he is then advised 
that it is 10 per oe Well, immediately I think 
the public are going to think in terms of $100; 

10 per cent of $1,000 is $100, but if they ask, 
"What is the finance charge?" they will say that 
it is 5.5 and the public will say that that is 

5.5 per cent of a thousand, and that is quite all 
right, but in both cases: they are wrong because in 
the first case it is more like 18 per cent per 
annum and in the second case the 5.5 is 10 per 
cent per annum, but I think he understands the 


$55 charge in relation to the $1,000 perhaps better 
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than he does anything else, 
Now, we have here -- and which has 
Just come to hand -- the Final Report to the Parliament 
hh Britain by the President of the Board of Trade 
by command of Her Majesty, and which is dated July, 
1962, and it is known as the Molony.report, and when we 
were writing up our brief we didn't have this, but 
I would like to read you one paragraph here, if 
I may. It is headed, "Ignorance as to Interest 
Rate" and it reads as follows: 
"Another suggestion springing 
from the consumer's supposed ignorance 
of the amount of the additional charge 
levied for credit was that the difference 
between the hire-purchase and the 
cash price should be declared to the 
rate 
hirer as a percentage/of annual interest 
on the average sum outstanding over - 
the repayment period. (The suggestion 
is framed in this way to counter the 
practice of stating the interest rate 
voluntarily but misleadingly as a 
percentage on the botet hire-purchase 
price, or on the whole of the initial advante 
and/or as a monthly rate). This would 
help only those hirers who study their 
agreements, and ‘we credit persons who 
take the trouble to do this with the 
capacity to observe and appreciate the 


difference between the hire-purchase 
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; and the cash price. Such persons 
; would not be assisted by a further 
7 statement of the interest rate. We 
. observe however that the consumer 
‘, does not appear to be incapable of 
; distinguishing between different scales 
d of hire-purchase charges, since there 
‘ are some dealers who inflate the stated 
9 cash price so as to make the hire-purchase 
10 terms offered by them appear to be 
i attractive. We condemn this practice 
a but we do not know how to stop LU; 
x any more than we know how to stop verbal 
* milsrepresentations of the interest 
7 rate. To regard the hire-purchase 
¥ charges as merely an interest rate on 
; a loan LS in any 1eventet av lacious. 
¥ as they must also cover the costs of 
i setting-up the agreement . of collecting 
i and recording payments and of bad 
+ debts," i 
f Our suggestion is that the way we have 
done it in this country over a long period of years 
4 is a satisfactory one and it is an honest disclosure 
os and a disclosure which the public can understand, 
26) and that is apparently borne out by this report. 
| Now, supposing we had supplied a lot 
| of tables which would show the approximate interest 
29 | 


rate at the retail level; the very fact that this 


plan of merchandising has been so successful is in 
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itself Simplicity. The retail dealer, of which 
there are thousands, and retail Salesmen of which 
there are tens of thousands, merely have a chart 
in their hands which Says that if the balance is 
between $300 and $310 ‘and the instalments are 
payable over 12 months or 24 months, there is the. charg 
and there is the oS S instalment. Now,. if 
we throw applications into that whereby he must 
also quote this in terms of the percentage per 
annum, I feel that the use of this tool as a sales 
medium at the retail level will be very greatly hurt. 
fe Siti Lt is often forgotten, but it is the retail 
dealer and the retail salesman who will have to 
find out in many cases what the return per annum 
is, whereas he can find out very quickly what the 
dollar amount is supposed to be. I don't think that 
anywhere in our brief have we attempted to put a 
_figure on the value of goods sold under these 
arrangements, but if we just take the sales finance 
companies alone, in 1961, according to -the Dominion 
Bureau of Statistics -- and if we take the sales 
Statistics relating to the retail dealers and the 
department store statistics -- the latter two being 
Somewhat incomplete -- but if we deduct from this 
volume:.of these purchases» the. approximate ww sre 
finance charges’ whichare included 
therein, and we add back to it the approximate amount 
Or our estimate of the down-payments involved, we 
arrive at the figure that the total value of retail 


Sales of consumer goods amounts to $1,365,000,000, 
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and that involves about 1,765,000 esos tees 
My point here is that this mass medium 
is used extensively and it has grown throughout 
the years and many people prefer to use their credit at 
the retailer's; that is, their purchase credit without 
the necessity of going to a financial institution 
to arrange a loan, and they like to take possession 
of the merchandise* where they make the purchase, 


I suggest -to anyone who suggests we change this, 


that 1t might . cause _ confusion in the public 
mind in certain instances, |. and inconvenience 
at the dealer-salesman level.» I think we should 


think very, very carefully of changinganything 
that is working so well. 

In all of the literature that is 
published by the Federated Council of Sales Finance 
Companies, one of the statements which is always 
made in it is when you compare the price of 
merchandise be sure you..compane, the credit price 
to which service charges have been added, so we 
always strive to have the public shop for credit in 


any literature which we have published. 


COMMISSIONER BROWN: JI would like to 
ask one question on this, and it is possibly an 
ancillary question, but what is your situation where 

pUyer . 
the ultimate Avants to pay off his note ahead of 
time. What does he do; does he pay the full price 


that has been set out, including all finance charges, 


or is this described in there somewhere? 
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MR. ROSS: The sales finance companies 
have been very generous with the rebates that they 
give to people who wish to pre-pay their accounts 
and the reason we are generous is, of fete a 

we want 
selfish one, because/that purchaser back on our 
books again. So, most companies give what we 
call a pro rata rebate, and there will be a small 
purchase and handling charge. Inthe area we are 
talking about of refrigerators, and so on; it may 
be $2, $3, $4 or $5, but in the automobile field 
it might go as high as $10, but the rebates are 
as generous as we possibly can make them. 

COMMISSIONER BROWN: Is this set out 
anywhere in the agreement? 

MR. ROSSs**"NO “IC is mots 1c Le oy long 
Standing practice that that has come about. 

COMMISSIONER BROWN: Do you think there 

in setting, it out . 
might be any point/in the agreement so that the 
purchaser knows what his position is? 

MR. ROSS: Well, we have thought of 
that many times, but it doesn't seem to be good 
business to ask him to get a transaction on your 
books and then immediately provide all the facilities 
whereby it can be paid out. 

MR, SAUNDERS: There are dangers Lyi 
that, too, because we, of course, rebate on this 
principle, as Mr. Ross explained, but if you get 
a customer who is consistently late with his payments, 
he may be 18 days behind one month and 25 days 


the next time; anyway,his practice has been that 
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he has been behind. Now, he is Subject to paying 
some kind of penalty for his late payment, You 
can't foresee this type of situation exactly how 
it will happen, so you don't want to get into an 
argument with him over the fact that he has paid 
out at nine months instead of twelve, He is entitled 
to that rebate less whatever penalties may be charged 
against him. Then again you never assume at the 
time a certain account comes on your books. that he 
is ever going to be-what we call delinquent; you 
can't ever assume for sure that anybody will not pay, 
so this is a factor also in computing these rebates, 

MR. ROSS: I think on the average perhaps 
15 to 20 per cent of the total charges taken in 
by sales finance companies are returned to the 
purchasers in any given pone 

COMMISSIONER BROWN: There are that 
many that pay back in advance? 

MR. ROSS: That is right. There are 
absolutely no restrictions on it. 

THE CHAIRMAN: How much is that? I didn't 
get the quantity. 

MR. ROSS: I say that isthe total gross 
charges which any sales finance company will take 
in during the period of a-year. At the same time, 
there is about 20 per cent, or 15 to 20 per cent 
of that amount , depending on the company, which 
is being rebated to people who have come in and 
Said, "I want to pay my account out." 


THE CHAIRMAN: If it is this high a 
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percentage, shouldn't this be part of the agreement ? 

MR. ROSS: Well, as a matter of practice 
it is well known by all of the retail industry 
that thee is a rebate available and we have never 
thought seriously of putting it in the agreements. 

THE CHAIRMAN: You are in the same 
position as in the case of a mortgage when dealing 
in real estate; the mortgage runs for five years 
and the mortgagor is not permitted to pay that off 
at any time except generally unless there is a bonus? 

MR. “ROSS “That “is“right ; “but we “dGontt 
charge a bonus. 

THE CHAIRMAN: I know, but there is 
nothing unusual about having an agreement of the 
kind that you have which makes no provision for 
repayment before the expiration of the term? 

MR. ROSS: But again we try to --- 

THE CHAIRMAN: I understand that you 
will. 

MR. ROSS: We wills. yes, and ite is 
a one-way agreement, 

THE CHAIRMAN: You are not bound to 
do so, but you will meet the demand of the customer 
in that respect. I am just pointing out that I 

— unusual 
don't think there is anything An this practice of 
having an agreement such as yours, 

MR, ROSS: Well, except that the public 
find it difficult to understand that if you have 


&@ 1l2-months! contract, in the first month there are 


twelve units of that contract outstanding, and a 
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lot of people expect when the contract has been 
paid down to six months, and it is a twelve months! 
contract, that they will get one-half of the charge 
back, but they don't because this is a pro rata 
agreement as to the time and the amount outstanding, 
and it is hard to explain. What we do is stick 
closely to the pro rata arrangements and say that 
if you are satisfied with the charge in the first 
place you are satisfied with this, because it is 

a difficult mathematical thing to’ understand and 

we like to keep our customers happy, but it is 

an open-ended contract and can be paid out at any 


time, 
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I only say that when it really hurts is 
when you have a substantial transaction on your books 
and it is paid out by the I.D.B. In such a case 
we give a pro-rata rebate, but if we want to pay 
them out,why, there is a 6 per cent penalty. 

COMMISSIONER BROWN: I was talking of the 
small consumer loans which, on occasion, are paid 
out because somebody has borrowed money elsewhere 
to consolidate a debt. 

MiesROSo:. thab 28 Pighy, it often happens. 
If a purchaser comes to our counter and wants to pay 
an account, and he has a cheque from a competitor 
of ours in his hand with which to pay it out, then 
tt makes no difference, he still gets the rebate. 

We hope to have him come back again. I might ask 
Mr. Flanagan if he has anything to add to what I 
have said. 

MR. FLANAGAN: I think all of the areas 
on which information has been requested here. have 
been covered. There are certain other areas, but 
I do not think the Commission is interested in them. 

One point is quite valid, When an 
industry such as ours is asked about disclosure it 
is.suspect if it says: "We do not agree that the 
simple annual rate of interest will give the proper 
picture", because people will think we are trying to , 
hide something. 

That is not the fact. I think it has been made 
clear here that we advocate disclosure, and we would 


like to stand on that. 


We advocate disclosure,if there is to be 
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a legislation, 
disclosurc/on a basis that will be helpful to the 


consumer, and a type of disclosure that can be interprete 
clearly by the consumer. It 138 possible to go 
into many, many other ramifications of this subject. Ther 
the difficulties that such a law would impose on the 
small retailer, for example. 
Iycan, assureyyousralthough Gram not 

a mathematician, that I differ many times with my 
associates here as to what are simple annual rates of 
interest, and if we who are in the business cannot 
agree ,I think it is readily understandable why vendors 

whose primary job is to merchandise durable 
goods, find it even more difficult to understand. L 
do not think I would be too presumptuous if I said that 
Mr. Gibson, who is not only a banker but also an 
economist, might .find.it difficult.to compute .certain 


types. of simple annual interest. 


COMMISSIONER GIBSON: The older economists 
are not all Papin shi cuanss 
MR. TRUDEAU: I might add that some months 
ago I reviewed a new piece of literature that was 
distributed by Industrial Acceptance Corporation which 
involved new approaches to financing. There were 
certain finance charges quoted. I wanted to determine 
what the effective annual rate of interest was on those 
transactions, so I turned the matter over to two 
different income control departments which I happen 


to have in my organization, ana Ll gov vack two diftercat 


are 
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answers. 

MR. ROSS: I would like to add that at page 12 
we have put forward a table co the type of gymnastics 
you have to go through, but I have been told by our 
research department that the thinking here is wrong 
because they have used a constant ratio method instead 
of the actuarial method. When it says 12.20 per cent 
here that should really be nearer to 12 per cent. 

COMMISSIONER MACKINTOSH: ‘his was not done 
on purpose? 

MR. ROSS: “Noy"1t was’ not.""L*found! thatedut 
Just today. «:* $l en! 

MR. FLANAGAN: Some of the abuses that have 
occurred in this field, I think, have resulted from 
what you might term the fringe operator -- the type 
of .person who might use devious means no matter what 
the law is. I am sure that legislation along these 
lines is not going to change the actions or the intent of| the 
unscrupulous operator or the"fringe" operator, who 
is the personthat is causing the trouble today. 

He will continue to sell what he is 

selling in such a way that will not be clearly interprete 


so far as the consumer is concerned. The hiding of 


the finance charge in the purchase price would be one 
thing that this type of individual might resort to. 

ee I do not think, as some people do, 

that the majority of business people are devious in their) 
approach to the consumer. I think it is definitely the 

fringe area of the business community that is causing 


the trouble, and it certainly seems inappropriate to 
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Challenge 
jeopardize our economic system, and/the honesty and 


forthrightness of most merchants and most lenders, 
because that fractional segment seems to use 
devious approaches. 

COMMISSIONER MACKINTOSH: Is not the thing 
that is hidden in this the dealer's reserve? 

MR. ROSS: The charge which the public 
pays ia shown on the contract in dollars and cents, 
in the same way as the $25 you pay for a pair of shoes 
is shown on your bill. ifetherdealerjhassgot asprofit 
hidden in the price of that pair of Shoes, why, I do 
not think it affects the public. 

COMMISSIONER MACKINTOSH: The public 
assumes that the profit is erdees in another part 
of the transaction? 

MR. ROSS: The public sees very plainly 
the dollars and cents it is obliged to pay. How 
that is broken down is a long mathematical story. It 
would pe the same if an industry was asked to break 
down its final cost into the cost of raw material, 
production costs, and so on. 

COMMISSIONER LEMAN: I am curious to know 
how the dealer's reserve system was born. Was it 
an imaginative finance company who put the idea 
into the heads of the dealers first, or was it 
the dealers who were resourceful enough to ask for 
this? How did it begin? 

MR. ROSS: It goes back so long -- it 
Was before I was born. It was started in the United 


States, but whether it was started at the request of 
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the dealers or on the Suggestion of a finance company, 
I do not know. However, it has been in vogue to a 
great or lesser degree for 40 years, or in that vicinity. 

COMMISSIONER LEMAN: And you do not consider 
it an undesirable development? 

MAR” ROSS 2” = Nos eT do nov, pecause if the 
Sales finance companies were obliged to open offices, 
conduct. advertising, and do all of the things necessary 
to obtain the volume of business which they obtain 
now, their costs would be terrific. In other words, 
we would have to interview each individual purchaser 
as the banks do now, and as the loan companies do, but 
if the dealer in his place of business takes his time 
and uses his establishment to produce this piece oT 
business, and if he guarantees that piece of business 
and .it arrives on our desk in the morning in: the mail -- 
perhaps there will be a pile of a hundred transactions -- 
and we have seen nobody, then, surely, somebody is 
entitled to something for producing that business. 

If the dealers' reserves were discontinued entirely, 
and if we were forced to find other means of obtaining 
this business, then I doubt very much if the charge 
made to the public would be any less, and it could 
well be more. 

COMMISSIONER LEMAN: Do you think he exerts 
himself to sell cars more because there is a dealer's 
reserve than -he would if he did not have the dealer's 
reserve and was still trying to sell cars, and many 
of his customers said they could not pay cash for the 
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MR. ROSS: The dealer then has a service 
to sell. The dealer's first wish, of course, is 
to sell the automobile. That is the business he is in, 
His second wish is to perform more Service such as 
Supplying additional accessories or financing, or 
any one of several services which he might have for 
sale. He would like the purchaser to use those 
services. .So, this credit is availaple providing 
the dealer feels that the prospective purchaser is 
a good risk. He will supply the credit in his own 
establishment. The ract tnat so many people over 
the years have preferred that would seem to indicate 
that the public is quite happy with it. 

COMMISSIONER LEMAN: Has it ever resulted -- 
this 1s not my own opinion, mind you, but some people 
have said this at times -- in the dealers! discouraging 
cash sales and encouraging time sales? 

MR. ROSS: Weil, I think perhaps that is 
an over-statement. In my experience I have found 
that if the aealer sells an automobile then that is 
what he is after. If the purchaser wishes to buy 
a fturther service which he has ror sale, and he is 
a goog risk, the dealer would provavly encourage him 
to use nis house finance plan because tnere would 
be some slignt profit in it. Dealers also like 
to maintain a connection with the purchaser by offering 
him financing right’ on his floor, because he knows 
that if that prospective purchaser goes outside to 
Some other source of finance he may receive recommendatians 


to go somewhere else entirely to make his purchase. Tha 
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has been known to happen. Therefore, the dealer 
often likes to close the whole transaction right in 
his own place of business. Many people like to do it 
that way. 

COMMISSIONER LEMAN: It does result in 
a Strange relationship, does it not, because if a man 
steps up to a dealer and says: "I would like to pay 
cash for this car", and there is no difference between 
the time sale price and the cash Price, Ghen. this 
individual who has the cash to pay for the car, and 
who alternatively might be earning 5 per cent on his 
cash, cannot get the advantage between that and the 
18 per cent that the time purchaser pays, in effect. 

MR. SAUNDERS: I do not understand that 
question. 

MR. ROSS: I cannot quite follow it, but 
if you mean that the purchaser can get the financing 
cheaper somewhere else -- is that what you mean? 

COMMISSIONER LEMAN: Yes. 

MR. ROSS: If he can, then he is perfectly 
entitled ed So aud get 2.6. The dealer does not 
have any strings on him. I do not think when a sale 
is made that the trading end of it is made on the 
basis of whether it is zsoing to be a cash sale or 
a time sale. I think the deal is made and then the 
dealer would like to see the purchaser use his house 
finance plan, just as he would like to see the pur- 
chaser buy a radio that he has to sell for the car. 
If the prospective purchaser would like to go out 


to some other source then he is quite able to do so, 
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but a lot of them like to tie their financing in with 
the article being purchased, and to get their purchase 
credit right on the floor and wrap the whole transaction 
up in that manner. 

That has been in effect for 40 years in 
this country, and it has continued to grow. Sometimes 
I wonder whether the man who is actually using that 
service knows he is being spoken for. 

COMMISS TONER BROWN: My question about pre- 
payment leads me to ask now what happens to the dealer's 
reserve in the case of prepayment. Does he get the 
meee Of it,..0r is he cut down to a portion of it? 

MR. ROSS: When a prepayment is made the 
usual practice is that the whole charge that the pur- 
chaser made in the first place is rebated on a pro- 
rata basis; whether it be the dealer's reserve or the 
finance company's charge to the dealer, the total that 
the purchaser pays is rebated. 

COMMISSIONER BROWN: So the dealer: shares 
in this rebate? 

MR. ROSS: Definitely. 

COMMISSIONER BROWN: His share of the dealer's 
reserve is cut down? 

MR. ROSS: Yes. 

COMMISSIONER GIBSON: I have one question 
about this business of disclosure of finance charges 
or interest rates; about this way of doing it. z 
understand there are many practical problems. 

People do things in a ettats way, and the way in which 


they do them has grown up in e certain fashion, and so on 
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The Philosophigg ground that you gave I do not find 
convincing at all. You suggested that this is really 
not a rate of interest. It has much to do with 

risk and service charges, and so on. But, most 
interest rates have some element of risk in them, and 
most of them have a little service charge in them, so 
Peas’ Just’ 3 question of degree. With respect to a 
two year contract for $2,000 you might properly call it 
an interest rate, but when you get down to something 
extending over ten months then the minimum charge gets 
So big as to make the whole thing look silly. Is 
there really any philosophical distinction between a 
charge made when financing a used car and a charge 
made by a dealer in his floor plan? 

MR. ROSS: I think the whole thing, as you 
have sald, is a matter of degree. It is like the 
illustration I used this morning about purchasing the 
house as against calling in a plumber to put a washer 
on a tap. The further you depart from the riskless 
one payment substantial amount of money type of thing 
down to the instalment plan where the smaller the balance 

and the more instalments there are, then the 
more it departs from being interest and becomes a 
service charge. 

COMMISSIONER GIBSON: Why can you not have 
an interest rate plus a service charge? 


\ 


MR. ROSS: You could do that very easily. 


We could say that the interest at such and such a 
rate is so much, and the service charge is so much, 


but we wonder why we should confuse the public when it 
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is thinking in terms of dollars and cents. 

MR. SAUNDERS: This would create confusion 
under the present system. Let us say that we all 
adopted the position where we would charge 6 per cent 
Simple interest, and then there is a service charge or, 
perhaps, make it a flat amount. If we made a flat 
service charge then on a very small balance the pur- 
chaser would be paying, in effect, a higher rate 
than he is now. 

MR. ROSS: When one takes possession of 
money, say, $100 or $200, then one knows how much is 
there because it can be counted. However, when a 
person .takes possession of an article which is sold 
from a retail establishment they have something that 
can be sold for $100 or $110, or any amount. Lf 
we go to one form of disclosure which is inconvenient, 
or which confuses the public, or which in any way 
causes questions as between the retailer and his 
Bi ocdiet ve customer, «then you are going. to find 
that the prices of the article will vary with different 
establishments. You will find that there will be 
a tendency to go underground, as we say, whereas now 
everything is' fully exposed, and we contend the present 
system is working satisfactorily. 

THE CHAIRMAN: Suppose you could disclose 
an interest rate in an intelligible and practical way. 
Then, I suppose, you are going to have a service charge 
in addition to that, and you could fix the service 
Charge at almost any amount you decide upon. The 


balance of the total charges would then be interest 
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at rates varying from 5 per cent to 10 per cent. You 
could then work it out in any way you like, and who 

is to say what is interest and what is the service 
charge. 

MR. SAUNDERS: That is exactly the problem. 

THE CHAIRMAN: You could mislead the public 
by indicating your interest rate was a low one by 
Simply saying that your service charge was the ma jor 
item, 

COMMISSIONER MACKINTOSH: On the other hand, 
on the theory of logic and good sense in the industry 
you do not start with this finance charge and then 
think of ways of breaking it up. I assume you actually 


build this charge up. Certain segments of it ere 


_to meet certain costs. The whole thing has some 


logical structure. I am not at all convinced that 
the simple interest representation is a proper (eval) 
but I would think finance companies could give a 
reasonable and logical explanation that on a certain 
Size of loan that runs for fifteen months the finance 
Charge is built up in a certain way. It could. be 
explained that it would be different for differing 
maturities and different amounts, but that such and 
Such is the structure. 

I am sure you do not just say: "On this 
type of transaction $90 is the most we can hope to 
Get as a finance charge. Let us now think up reasons 
a8 to how we can justify $90". You build it up from 
information as to the estimated costs of doing business. 


One cost is the cost of the money you put up. Then there 
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is the cost of service, and how much you have to give 
the dealer to retain his interest, and so on. Is 
not that sensible? 

MR.. SAUNDERS: It sounds very sensible, 
Dr. Mackintosh, but in actual practice I have never 
been involved in establishing a rate of that type, 
and I do not know whether these other gentlemen have. 
Let us start with the rate that is in existence. 
Perhaps.it»has been.in.existence for a long time. You 
might raise it or lower it in relationship to your 
current costs, but you do .- know what the current 
rate is, and you also know what your current return 
is on your investment. You may then be talking about 
an average of thousands, or tens of thousands, or 
hundreds of thousands of accounts, all making up a 
certain mix, and if you see your own costs rising 
in a relationship with the established rate then 
you may do something about trying to raise the established 


rate. 
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If you see your own costs declining and perhaps 
your volume of business declining because the 

rate appears to be high, you might be able to 
reduce it. But here we are talking averages of 
very large numbers and I do not think we could 
easily say that a finance charge of $73 on a loan 
balance of $940 over 14 months is reasonable or 
unreasonable and start from the bottom and Dua 
up. Our rate structure is created on the over-all 
business, and the raising and lowering of rates 

is on the same basis, 

COMMISSIONER MACKINTOSH: I am not 
Sure that you have not destroyed my growing 
confidence in your method of doing business. 

MR. ROSS: We will have a rate, 

Dr. Mackintosh, very similar to the bank. Let us 
Say we arrive at a certain percentage, which might 
be $6 per $100 per year, If we get a $500 contract 
on that we naturally make much less than we would 
on a $2,000 contract. If the bank rate is 6 per 
cent they will give you the same rate on a $5,000 
loan as on a $15,000 loan but obviously the $15,000 
loan is more profitable. 

COMMISSIONER GIBSON: There is one 
more question I should like to ask. I overlooked 
asking it when I was asking about your views 
as to monetary policy. I am thinking of companies 
which are controlled by foreign companies or 
which have major affiliations abroad. I do not 


know if you wish to talk about this now or include 
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it in the memorandum you are thinking of filing, 
Mr. Willmott, but what about this? When money 

is tight -- and you refer to Pareenace and there 
in your brief -- companies which have parent 
companies abroad obviously find it easier to carry 
on without much relation to the tightness. Is 
there anything that can or should be done about it? 

MR, WILLMOTT: We also mention in the 
brief? that these companies had brought in a very 
Small amount of money during that tight money 
period. 

COMMISSIONER GIBSON: Yes. 

MR. WILLMOTT: But to be entirely 
effective there should be some form of control 
established on the bringing in of money from the 
parent companies, 

COMMISSIONER GIBSON: I ask this 
because you are talking about the control of capital 
movements, which is a very major subject. I am 
not advocating anything but I should like to know 
if you have any opinion on this. 

MR. FLANAGAN: Some people claim 
that moral suasion was the reason money was not 
brought across during ore period of tight money. 

THE CHAIRMAN: Any further questions? 

COMMISSIONER LEMAN: I have one question. 
It has to do with detail but I should like to get 
the opinion of the Council on this point. At the 
end of paragraph 170 in your brief you indicate 


that the commission rate presently paid on short-term 
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notes placed through investment dealers is 
reported by some of the companies at 23 cents per 
$100 per month. It strikes me that that makes a 
pretty steep difference between raising 30-day 
money as against, say, 180-day money, the fact that 
it is calculated by month. That is a straight rate 
per month. What is the philosophy or justification 
for the per month basis of granting commissions or 
earning commissions? 

MR. WILLMOP?: It is based on the fact 
that there is a great deal of difference in the 
length of the term of the individual note. Notes 
are not necessarily just for 30 even days. They 
may be for 36 days, and the commission is paid 
on the basis of 23 cents for the actual number 
of days; in other words, $25 per $100,000 per 
month is an easy way of calculating it. 

COMMISSIONER LEMAN: For a whole month? 

MR, WLLLMOTT: For a whole month, yes, 
30 days. 

COMMISSIONER LEMAN: But suppose it 
was 36 days? 

MR. WILLMOTT: Then it would be 36 thirti- 
€ths of the amount. 

COMMISSIONER LEMAN: So it is not for 
a whole month or part thereof? 

MR. WILLMOTT: son anenin exactly 
on the number of days that the note is outstanding. 

COMMISSIONER LEMAN: But from the 


point of the investment dealer is there more relative 
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Gifficulty in raising, say, 180-day money than, 
say, 60-day money? 

MR. WILLMOTT: It varies with the 
times, actually. It depends on the individual 
lender whether he wants to put it out for that 
length of time, I think that this 23 cent rate has 
been very profitable for the investment dealers, 

It has brought a considerable amount of money. 

COMMISSIONER LEMAN: You tell him exactly 
what you want to raise in the sense that you would 
like some 60-day money or some 90-day money or a 
mixture of various maturities, and you tell him 
that is what you want sold. 

MR, WILLMOTT: Well, we very often tell 
our investment dealer that we are particularly 
interested in 90-day money or we tell him we are 
not interested in a certain bracket. 

COMMISSIONER LEMAN: So, this formula 
of 23 per cents per month is satisfactory to the 
finance companies? 

MR. WILLMOTT: Well, no commission at 
all Per: be more satisfactory. 

COMMISSIONER BROWN: You have to satisfy 
the investment dealer as well as the finance company. 

MR, WILLMOTT: But it has worked out 
very successfully from both the standpoint of the 
finance company and the investment dealer in raising 
funds. 

COMMISSIONER LEMAN: I did not mean the 


level of the rate but the method of doing it on the 
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basis of a commission of 23 cents per $100 per 
month. 

MR, WILLMOTT: It is a very simple 
method when you get down to RN Seep 

THE CHAIRMAN: That concludes the 
proceedings for today. I wish to thank you gentlemen 
for your presence here today and the contribution 
you have made to the discussion and the very 
full way in which you have answered the questions 
put by the members of the Commission. I may say 
that in reading the brief we are impressed with 
the great amount of work that has gone into it 
and the very clear way in which your position has 
been expressed. Thank you very much, 

MR. WILLMOTT: Om behalr of our group 
may I offer thanks for the sympathetic hearing we have 
had today, Mr. Chairman. 

THE CHAIRMAN: We shall now adjourn’ 
until tomorrow morning at 9.15 when we shall hear 
a brief to be presented by the Canadian Consumer 
Loan Association. 


--- Adjournment. 
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OPENING STATEMENT ii 

As the national association of a873 5 finance 
companies in Canada, the Federated Council of Sales 
Finance Companies welcomes this opportunity to appear 
before the Royal Commission on Banking and Finance. 

Our Brief concentratés on explaining the 
structure and operations of our industry, and on the 
presentation of data and information not previously 
available from other sources. As requested by the staff 
of the Royal Commission, we have also commented on the 
competitive environment Surrounding our industry, and 
the impact of monetary policy on its operations. 

The Canadian sales finance industry is 
characterized by keen competition among its own members, 
as well as from other sources of consumer and business 
credit. The range of our membership extends all the 
way from several members which are among the largest 
financial companies in this country, to many small 
companies with assets of less than $1 million. Industry 
competition manifests itself in a variety of manners 
which are explained in detail in this Brief. 

Through its retail financing operations, the 
sales finance industry serves hundreds of thousands of 
individual Canadian consumers, and many thousands of 
Canadian business companies. In 1961, the ten largest 
sales finance companies in Canada purchased more than 
140,000 instalment contracts created through sales of 
new passenger automobiles, and 218,000 contracts arising 


from the sale of used automobiles. In addition, these 
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1 companies purchased more than 247,000 contracts financing 
2 the sales of other consumer goods. The combined value 
3 of retail consumer instalment paper purchases in 1961 

4| amounted to $722 million. The financing of commercial 
5] and industrial equipment totalled $341 million in 1961. 
6| These figures illustrate the widespread acceptance of 

7 instalment credit which is manifested not only in the 

8| volume of transactions financed by sales finance 

9| companies, but also in credit supplied to the Canadian 
10| consumer by the chartered banks, credit unions, depart- 
11| ment stores and other retail stores, and a variety of 
12|| other sources. 

13 While the emphasis of our Brief is on an 

14/| analysis of the Sales finance industry, the Federated 
15| Council of Sales Finance Companies would like to make 


16) the following recommendations to this Royal Commission: 


17 (1) That any needed control of consumer credit 
18 be achieved by monetary and fiscal policies, 
19 Tiearty communicated to, and equally 

20 effective on the operations of, all 

at suppliers of consumer credit. 

22 (2) That no financial institution which 

23 competes with other grantors of credit 

24 be used as the agency through which 

25 monetary policy is conveyed to them, or 

26 by which restraint is imposed on their 

27 operations. 

28 (3) That legislation requiring disclosure 

29 of the charges in or required by any credit 
30 instrument apply to all grantors of consumer 
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(4) 


credit, and that such legislation 

permit disclosure in a manner that is 
appropriate to the transaction and the 
related instrument. The legislation 
Should permit disclosure as a total 
charge in dollars, the method used in 
conditional sale contracts for many years, 
and strongly supported by this Council, 
but it should also permit disclosure as 
a rate of interest, for such instruments 
as mortgages and promissory notes for 
term loans; or as a monthly rate of 
charge for department store and other 
budget and revolving credit accounts; 

or as a combination of any of these, such 
as a rate of interest and a monthly 

rate of charge for instalment mere of 
some of the chartered banks. 

That credit union profits be subjected 

to income taxes, as bodies corporate, so 
that they will be induced to discharge 
the function they were created to 
perform -- that is to provide a medium 
for saving at attractive rates and a 
source of loans at minimum cost. It is 
submitted that the very exiatense of 
profits in a supposedly "non-profit" 
organization is prima facie proof that it 


is not functioning as it was intended to 


function. 
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That the granting or guaranteeing of govern- 
ment credit extended in competition with 
private enterprise be restricted to the 
filling of credit needs which cannot be 
otherwise satisfied, that the rate at which 
Such lending takes place impose a 
reasonable burden upon the borrower, that 
the interest so paid by treated as a non- 
deductible expense for tax purposes, so 
that the effect of the subsidy from the 
public is removed gradually as the 
profitability of the enterprise twoteeees, 
and so that the borrower will be at- 
tracted toward normal credit sources when 
his financial position makes him eligible 
for normal business credit, that no 
impediments to or penalties for pre- 
payments be imposed, and that legislation 
establishing such institutions or ar- 
rangements be for a limited period, thus 
requiring periodic review of need and re- 


enactment of appropriate statutes. 
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CHAPTER I 
INTRODUCTION 


1. The Federated Council of Sales Finance 
Companies welcomes this opportunity to present a brief 
to the Royal Commission on Banking and Finance. The 
purpose of our submission is to provide the Commission 
with data and information regarding the operation of 
the sales finance industry in Canada, and to present 
an analysis and recommendations regarding major public 
policy issues affecting this industry and related areas 
of finance and the economy. 

2. The membership list of the FCSFC is 
Shown on Table 1.1. In addition to our members, the 
General Motors Acceptance Corporation of Canada Limited 
(a non-member) agreed to participate in providing data 
for this Brief. This company's co-operation in respect 
of data in no way constitutes endorsement of this 
Brief, but greatly improves the_coverage and the 
representativeness of our statistics in relation to the 


total for the Canadian industry, and is gratefully 


acknowledged. 


« 


3. Origin of FCSFC 


The Federated Council of Sales Finance 
Companies is the national association of sales finance 
companies in Canada. It was formed in 1957, fein iat 
meetings that were held the previous year between 
representatives of three or four of the companies and 
senior officials of the Department of Finance and the 


Bank of Canada. During these meetings it was suggested 


——s 


rae | — Lf, ee ie 


ae = An 
4 


MOLTOUdOAT MI 
sonsntt asis@ to {khonwod betatsbet oAT if 
teiad s tnsaexq ot yotnautroggo eins esmoolow asinasgqmod 


eff .oeonsntd bas gnidnsd@ no noteaetmmod Isyok st ot 


eo ie 


nokeatmmod eds shivortq ot af molteaimdye stiro. to Sseoqimg — 


to noltsreqo edd antbursge1 motdsmrotnt bas stsb dittw 
dnasesigq oF bas _sbensd mar yuterpbat sonentt eslse odt 
olfidugq sohsm antbisger enotd¢esbasmmosssy brs aBlayflens ms 
88S'TS botsfor bus vuteubal att gnttostis esryeet yotlog 
-yoronoos oy brs sonsnit to 

at O§€20E oft to dakl qtdevodmom oft .¢ 
edt ,avedmsm wso o¢ sotdtbbs al .1.f elds? no nawode 
Hetiatl sbsisd lo mokistogroD sonsdqso0A atotoM Laroned 
s3sb gnibtvorg nt eteqtotiusg o¢ beers (tedmem-mon s) 
tosqaex ak motisireqo-o9 e'ynsqmoo eldT .isic@ etdd rot 
eldt to trnemeatobre patintktence ¥Ysw on at sisb to 
edt boas egstevoo.esdd esvorqmt yftsera stud . 19L740 
efit oF motisiet at gotdetéssa iwwo to aeonevitsineasiqer 
yilwtstara et bre pilin ies. stn seca edt sot [stot 
»begbslwormos 


OWT Jo migtxO .F 


eonsnit egsise to [korwod hsisrsbet ont 


sonsatt selse to mottstooras fsnotgsa odd ef astmsqmod z 


gaitwollot .T@el mt bomrot esw 3I .sbsasd at asinsqmoo 


meewied ssey avotvetq srit bied stew tsedd agnitesm 


Das asinsqmoo edt to wot to sett to eevistsinoaorget «| 


sdt bes sonmsntt to tnemtusqed srt to af{stoltto totnse 


betesagua aew JL egnitesm sasdt anti .sbens) to waasa 


, Ue 


29 


30 


Nethercut &é Young A6 


Terento, Ontario 
that exchanges of views and information would be faci- 
litated if companies within the industry were to form 


an association. The Council came into being the follow- 


ing year. 


4, Membership and Scope 


From a nucleus of eight companies, the 
Council has grown steadily to its present membership of 
thirty-five. These companies together represent some 
70% of the consumer sales finance instalment credit 
provided by the industry and more than 908 of the 
eredit extended to business for machinery and equipment 
purchases. Although there are aypboximately 275 
companies reporting instalment sales credit to the 
Dominion Bureau of Statistics, many of these concerns 
restrict their financing services to a single depart- 
ment store, automobile dealership or other retail out- 
let. As such, they are not eligible for membership in 
the federated Council, whose members compete for the 
instalment credit originating in those retail outlets 
which do not provide their own retail credit ac- 
commodation. Of the present Council membership of 
thirty-five, eight operate on a national basis with 


the remainder operating locally or within a single 


province. 


5. Objective and Functions 


According to its By-Laws the purposes of 
the Council shall be: 
"(a) To promote, foster and develop in-every way 
the sales finance industry and the interests 


of the firms and corporations engaged in 
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such industry for the benefit of the 
industry, its members and the public. 

(b) To provide a forum for the discussion 
and study of all nat tere pertaining to 
the sales finance business and to provide~ 
a means of distribution to its members of 
information pertaining to any problem or 
matter affecting the industry. . 

(c) To promote policies calculated to inspire 
an increasing public confidence in the 
sales financing business and to improve 
standards in the industry. 

(d) To ca-operate with and assist, and to 
encourage its members to co-operate with 
and assist, all organizations and agencies 
striving to improve economic and social 
conditions." 

6. The Council's Officers and Directors 
believe that sound progress has been made in the brief 
period of five years which have elapsed since the 
Council's inception in meeting the obligations of that 
by-law. The events and developments described briefly 
below indicate some of the areas in which the Council 
has endeavoured to fulfill these obligations. 

(1) Establishment of a Permanent Office 
In January 1960 a permanent office was 
opened in Toronto, with full-time 
professional staff. This offiee serves 
as a clearing-house for. press, education- 


al, government and other representatives 


> on wm. 


“eo 


» _- 7 
sep a 


edt to titened odd tot yrtenbat Ave 
.obfduq eclt Bas etedmom att oyatevbat 


os nofeaueelb sit tol myiot s sbivotq of 


“gsbhivorq ot Ors eeettand sonsatt aslse. sdg 
to evtedmam etf ot motdudiatalb to ansom s 
to meidorg yris oF gntntstasq nolttiemrotnat 

z -Utdeuybat edd gnitioetts tettsm 
sifqani og bedsluofes estolioq sfomorq of 
edgy af somebitmos sifiduq gntesoroat nas 
evorqmi ot Das easntend gatonent? selsae 
| -Yiterbat sli st ebasbaiste 
ot bas ,veteses brs dtiw sisxreqo-09 of 
figiw eterteqo-oo of atadmem adt sunisodiie 
esltonegs bas anotdsxtnsato [le .tetaes bas 
f{stooa bas otmonoos svotqmt oto aaivirte 
"Janoltibsoo 

erosoetld bis aisoklIO et ftonsod sat  .0 


Yteiad edd mt obsm need es eeatyoxra bawce dads 


edd sonte beezaqsie svsd dotdw arasy evit ‘to botarsq 


vsdd to enotisyiido edt gatdoem at notdqsont a 


| . YListad Ssditoasb etnemqoloeveb bas adnave sAT 


fitonsod edd dotdw at esets ont 20 smog otsotbnt wofsd 


-enoltisgi(de sesdsy [flilut od beryovssbas asd 


2 20h Tt to daonsmred & 30 saomdatldsiad 
.  Bsw Soltio Jnenssixeg) s C8CL Yresnst al 


omid~Ifluet dttw .ovmotot at benage 
- nevdse s9ttto aid? .ttsde Isnoleaestorg 
~moltsoubs .aRemd tol savor-gmtusefs s as 
| —s evitetnogerqor réd3o bas dnemmrevos <fs | 


7 | : , | ~~ < 


, o3 aninistusq sretiem Ife to ybute brs” 


exe Jent Ff 


bsterit 
ed} es 
~ Sat 
(9) 

SI 

(b) I 

iat 

él 

or 

VE 

| Bf 

eveftisd |e 


'itrormsoo 


-wel-yd 


(£) 


Nethercut aa Young 


A8 
Terente, Ontario 
1 seeking information about the industry. 
2 (2) Annual Conventions 
3 In 1957 the Couneil inaugurated an Annual 
4 Convention, with a program of technical 
5 and educational sessions designed to 
6 improve the standards and efficiency of 
7 the industry. The interchange of ideas 
8 at these meetings, and their published 
9 proceedings, have made an important 
10 contribution to the intietre ie sound growthi 
11 They have also produced valuable background 
12 information for outsiders whose work re- 
13 quires an up-to-date appreciation of 
14 problems and opportunities in the sales 
15 finance industry. 
16 (3) Legislation 
17 The Council has maintained a continuing study 
18 of all legislation bearing on the industry 
19 and consumer credit generally. It has been ; 
20 able to co-operate with legislators and 
21 officials, both Federal and Provincial, 
22 in providing an informed and responsible 
23 viewpoint on matters within its concern. 
24 (4) Consumer Education 
25 The Council has published booklets, 
26 designed to promote wise ‘ideale consumer 
27 credit. These have been widely distri- 
28 buted to the general public through 
29 branch and dealer outlets. In a number of 


30 instances, they have been used in high 


— . o Pats ~ 
om! a: ee 
OPPO of! AX 


9 


i 


iy 


fsunnA as betsivagusnt L[tomuod sdt TeeL al 


fsotadoss to MBIQSLG 8 dttw ,coldasvaod 


ot bemgtesb anotaase Isnoltitsoubs bas 
to yometotite bus abusbaste odd svorqnt 
asebl. to sgnsdotetat sdf .yiteubat edd 


Hbedaetidugq ttedt bas .eagnittoem sesdd ts 


tastxoams as eben even -eagntbesootg: 


witwous Broa or edt od aobjudiadaoce 
boavorgiaesd s{dsulsv bsowberq coals svad yedlT 
~29% Niow seonw aisbhatvo tol sotssmroint 

to aolistosiqgs stsb-oj-au ms eoutyp 

eefse sit at aelttansioqqo bas ameLdorg 
switenbat coment? 

Soltslalgol 

ybuse gutuaitnoo s bentstinism esd Ckoasod oct 
yiteubat ent mo gniuvsed notdslatsol ifs to 
mesd ast ti .ylistenes d¢hbheto vremirenoo brs 
bas avotselatgel dtiw etsteqo-oo o¢ elds 
.fstonatvorg bos Istebe% «Atod ealstol tte 
sidienoqest bas bemrotat as antbiverd nt 
«M@tsonoo ath atditw avetism no datogwetv 
folisoyba toemuanos 

vedelslood berakiduq esc Lhensod eit 

remiseptoo to sau setw etomorq od bommiesb 
~fusvelb ylobiw-meed ovsd sasdT .adtboxro 

~ dguondid oilduq [erenen edt of bedud 

to todmun s om. .atelive t9fseb bas donsud 


an ld sy a TT . ss _ - 


.ywaubat edd gyods mottemrotnt gntvess a 
- anoktnevaod feunnd (S$) 


(¢) m9 


Nethercut & Young AQ 


Terente, Ontario 
schools and universities as an aid to 
understanding the place of consumer credit 
in modern society. 

(5) Public Relations 
The Council has not engaged in any major 
campaigns of a public relations nature, 
but two of its projects deserve mention as 
illustrations of the worthwhile achieve- 
ments made possible by the Council without 
any sacrifice of competitive advantage. 
In 1958-59 the Council sponsored an 
economic study entitled "Sales Finance 
Companies in Canada". This study, the 
first of its kind in Canada, was conducted 
by Canadian Economic Research Associates. 
It was subsequently distributed to university 
high school and public libraries through- 


out Canada. 


During the winter of 1961-62 the Council 
developed and financed a national "Buy 

It Now - Do It Now" campaign as part of 
the Federal Government's Winter Works 
Program. This campaign, designed and 
executed in co-operation with officials of 
the Department of Labour, was sixsabeds 
through several thousand rebaty outlets 
served by the sales finance industry 

and sought to convince the consuming 
public of the vital link between consumption 


and employment in the distributive, 
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servicing and manufacturing industries. 
7. Statistical Coverage 

The statistical information presented in 
this Brief is based on (1) a short questionnaire com- 
pleted by 27 members of the FCSFC who were able to 
supply statistics generally descriptive of their 
operations, and (2) more detailed information made 
available by the ten largest participants in the FCSFC 
survey, as defined by their total assets, outstanding 
notes and volume of paper purchased in 1961. This list 
of ten comprises the following companies:- 

Canadian Acceptance Corporation Limited 

Commercial Credit Corporation Limited 

Delta Acceptance Corporation Limited 

General Motors Acceptance Corporation of 

Canada Limited 

Industrial Acceptance Corporation Limited 

Laurentide Financial Corporation Ltd. 

Redisco of Canada, Limited 

Traders Finance Corporation Limited 

Union Orkeit ann’ Boskanouen Limited 

United Dominions Corporation (Canada) Limited 

8. At the end of 1961, the ten companies 

accounted for $1,277 million in outstanding receivables 
compared to $1,339 million for the 27 participants in 
the short questionnaire, and a total of $1,340 million 
reported by the Dominion Bureau of Statistics at that 
date. The data compiled here are indicative of a very 
high coverage in terms of the D.B.S. bench mark data 


(the ten largest companies account for 95.2 percent of 
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All 


all outstanding retail receivables as reported by D.B.S., 
and the ratio for 27 companies rises to 99.9 percent.) 
The exact degree of coverage is somewhat overstated 

here because data reported by the government does not 
include paper financed by U.S. sellers of machinery and 
equipment through (1) a U.S. based finance company 
subsidiary or affiliate, or (2) plans set up with a 

U.S. finance company. In either case there is an 
importation of sales finance credit, as the sales 
finance intermediary is not based in Canada. In ad- 
dition, the total outstanding receivables reported by 
our members may include capital loans, sundry receivables 
etc. Most of the quantitative discussion in this 

Brief will be based on data supplied in the detailed 
questionnaires completed by the ten largest companies; 
where sufficient data are available, coverage will be 
extended to the full list of 27 participants to improve 
Statistical results. In short, the data in-this Brief 
will be representative of a very high proportion of the 


sales finance credit extended in this country. 


9. Origin and Background of the Sales 
Finance Industry in Canada 


The rise of sales finance companies 
paralleled the development of the modern mass market 
for consumer durable goods. In this area no durable 
commodity played a more significant rp le than the | 
automobile. In Canada, 535 automobiles were produced 
in 1904. They were hand-built luxury items which 
lacked general consumer acceptance because of their 


high price and no large market for them could be 
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stimulated. Immediately following World War I, the 
Model "T" Ford and its mass production changed the 
automobile. For the first time, the price of a car 
came within the reach of a large consumer group. 

10. To understand the significance of the 
role that the automobile played in the development of 
sales finance companies, it is important to review 
briefly the four main characteristics of durable goods: 

1. They have a unit value which is high 
relative to other consumer goods. 

e@. They have an effective life of many years. 

3. They are mass produced. 

4, They are produced to satisfy a consumer 
demand. 

ll. The high unit value and long effective 
life made the automobile attractive for sales financing. 
The element of mass production brought the price of the 
automobile down to a level which in 1920 pair @aceeed 
approximately two years! salary of the average Canadian 
consumer. This took the automobile out of the luxury 
class, but left it still beyond the reach of the savings 
of the average Canadian. As established lending insti- 
tutions, such as the chartered banks, proved unwilling 
then to take the risk of automobile financing, the 
Canadian capital market was called upon to provide 2 
credit service that the consumer needed in order to 
satisfy his demand for this durable -- a demand that 
in 1920 forced automobile production beyond the 100,000 


units a year mark. 


12. Thus, the rise of the sales finance 
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industry is commonly explained as a response to a social 
need, or the development of a financial institution to 
fulfill the credit requirements of a particular time 
and place. While, in the early days, the services of 
the sales finance companies were used almost ex- 
clusively for automobile financing, they have since 
been expanded to include a long list of other consumer 
durable goods, as well as the instalment financing of 
machinery and equipment used by business and industry. 
In addition, many sales finance companies have diver- 
sified into various other types of financing. 

13. In Canada the first traces of a mass 
market for automobiles appear in the late 1900's, when 
an average of 60,000 vehicles were marketed annually. 
While the sales finance industry as a formally function- 
ing group did not exist at that time, it is known that 
the financing of automobile sales started early in the 
history of the automobile industry, and that a consider- 
able quantity of sales finance volume existed at that 
time under many other names. 

14. As a more narrowly defined industry, the 
sales finance industry in Canada finds its beginnings 
in the second and third decade of this century, when 
a number of predecessor establishments to companies now 
in existence started operations. In 1916, the 
Continental Guaranty Corporation Canada (now Commercial 
eredit Corporation Ltd.) was established, and this was 
followed by a number of incorporations of predecessor 
companies to the large organizations now found in the 


Sales finance industry today. In March 1919, the first 
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1 branch office of General Motors Acceptance Corporation 
2| (a New York company) was opened in Toronto. As of 

3 November 1953, this company became the General Motors 
4 Acceptance Corporation of Canada Limited. In 1920, 

5 Traders Finance Corporation Limited was incorporated 

6 under Manitoba charter (the company was incorporated 

7 in Ontario in 1923 as Traders Finance Corporatiion 

8| (Canada) Limited, and in 1926 these two companies were 
9| merged as Traders Finance Corporation Limited under 

10/ Dominion charter). In 1922, Canadian Acceptance 

11 Corporation Limited was established. Industrial Ac- 

12| ceptance Corporation Limited, now the sales finance 

13 industry's largest company, traces its beginnings in 

14| Canada to the establishment of a Canadian branch of the 
15 Industrial Acceptance Corporation of South Bend, Indiana, 
16 in 1923. This branch was then set up for the exclusive 
17|| purpose of financing of Studebaker automobiles. This 
18] was followed in 1925 bythe incorporation of iduetriat 
19|| Acceptance Corporation of Canada Limited -- changed to 
20|| Industrial Acceptance Corporation Limited in 1928. 


21| Transfer of the company into Canadian ownership and 


22) control occurred in June 1930. The companies partici- 


23|| pating in this survey were established under their 


24|| present corporate make-up as follows:- 


25 
Year of Incorporation Number of Companies 

26 y 

1920 - 1929 5 
27 1930 - 1939 1 

1940 - 1949 3 
28 1950 and later 18 
29 

27 

30 pm 
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15. The above data are indicative of un- 
restricted entry and the nature of competition in the 
sales finance industry, which will be divonsked in 
detail later. 

16. The major functions of the sales finance 
industry can be summarized as follows:- 

(1) To finance instalment sales of durable 

goods by dealers and distributors to 

(a) individual consumers, and (vb) 

business and industry. In the vernacular 

of the industry, this is known as 

"retail financing", and the instalment 

contracts purchased are usually called 

"retail paper". 

(2) To finance the sale of durable goods 

by manufacturers to distributors or 

dealers. This is called “wholesale 

financing". 

17. A more detailed explanation of these 
financing functions will be given in Chapter III below, 
including a survey of related financing activities 
undertaken by sales finance companies. Today, approxi- 
mately 175 sales finance companies are known to be 
operating in Canada, ranging all the way from companies 
with hundreds of millions of dollars in assets and 
hundreds of branches, to extremely small companies 


operating out of a single office and with assets of 


less than $100,000. 
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A16 
CHAPTER II 
THE STRUCTURE OF THE CANADIAN SALES FINANCE INDUSTRY 
ee ltt BANANCE INDUSTRY 


18. The companies operating in the sajles 
finance industry can be classified as follows:- 

(1) Independent sales finance companies which 
are either Canadian- or foreign-owned and 
controlled. With the exception of one 
manufacturer-controlled company, this 
classification covers the entire member- 
ship of the Federated Council of Sales 
Finance Companies. 

(2) Manufacturer, distributor, or retailer- 
controlled sales finance companies. 

These are sometimes called "captive" finance 
companies to indicate a degree of vertical 
integration between the production and/or! 
distribution facilities, and subsequent - 


financing at the wholesale and retail 


level. 

19. The membership of FCSFC includes one 
such manufacturer-controlled finance company. In ad- 
dition, General Motors Acceptance Corporation of Canada, 
the non-member participant in the data used in this 
Brief, also falls into this category. 

20. A second type of captive finance company 
is found among distributors and retailers who own 
separate finance companies which provide instalment 
credit for purchases made on their premises. An ex- 


ample of this type of company is found in the T. Eaton 
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Acceptance Company Limited, which purchases the time 
payment contracts arising out of store and mail order 
sales by The T, Eaton Company Limited. The Simpsons 
Acceptance Company performs a Similar function for the 
Robert Simpson Company Limited, while Simpsons-~Sears 
Aeceptance Company Limited purchases the instalment 
accounts receivable arising out of sales made by 
Simpsons-Sears Limited. Other examples in this area 


include Woodward Acceptance Company Limited and~ 


Hudson's Bay Acceptance Limited. While instalment 
paper financed by captive department store finance 
companies is not separately reported in government 
Statistics, they probably account for a major part of 
the outstanding department store credit. None of these 
organizations are members of the Federated Council of 
Sales Finance Companies, and this Brief does not cover 
their operations or their impact on the Canadian fis 
nancial system in any manner. 

el. Sales finance credit is also extended by 
manufacturers, dealers and distributors who, because 
of their financial strength, elect to carry some or 
all of their own instalment credit paper, without using 
the specialized services of sales finance companies, 
or setting up a separate finance company subsidiary 


for this purpose. Again, these sources of sales finance 


credit are not represented in the membership of FCSFC. 
Their absolute and relative impoirtanee can be judged 
from D.B.S. statistics showing thé instalment credit 
paper carried by other retail perce Roly well as the 
portion of the department stores! instalment paper 
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which is not carried by captive finance companies. 

ee. The importance of consumer instalment 
eredit extended by sales finance companies, and other 
sources supplying a directly comparable type of credit 
can be judged by the figures in Table 2.1. Sales 
finance companies have accounted for more than one-half 
of all the sales finance credit outstanding in Canada 
during recent years, with the ratio showing a gradually 
declining trend, from 61.2 percent in 1957 to 55.0 
percent at the end of 1961. | 

23. The nature and the extent of competition 
between sales finance companies and other grantors of 
Sales finance credit will be examined in Chapter V; 
that same chapter also discusses the competition between 
the sales finance industry and other credit sources 
which have provided a growing substitute for sales 
finance credit in recent years. If all reported sources 
of consumer credit are considered, the sales finance 
industry has accounted for an average of 20.8 percent 
of total consumer credit outstanding in the period 
1952-1961. Its share of all consumer credit outstand- 
ing reached a peak at the end of 1957 seen the ratio 
was 23.7 percent, and has declined steadily since then, 
reaching 16.4 percent at the end of 1961. (See Table 
5 he) | | 

eh. The data for retail paper representing 
the instalment financing of commercial and industrial 
machinery and equipment provided by the sales finance 
industry cannot be compared with other yardsticks in- 


dicative of the extent to which other credit sources 
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play a role in this type of financing. A number of 
manufacturer- and distributor-owned finance companies 
are known to be extending credit in direct competition, 
while in other cases such ieee credit is extended 
from sales finance companies or captive companies 
located abroad. Balances outstanding on the books of 
sales finance companies for retail paper of commercial 


and industrial goods since 1957 have been as follows:- 


End of Millions of Dollars 
1957 288 
1958 257 
1959 344 
1960 393 
1961 401 


25. Size Structure of the Sales Finanae 

Industry 

The structure of the sales finance in- 
dustry in Canada is characterized by extreme differences 
in size. Among the 27 participants in the FCSFC 
questionnaire prepared for this Commission, there were 
five companies each with total assets in excess of $100 
million at the end of 1961, while at the lower end of 
the scale there were six companies each with assets of 
less than $1 million. Table 2.2 summarizes the total 
asset distribution of the sales finance companies 
participating in our survey; details are shown for 
1953, 1957 and 1961 in order to give a broad indication 
of absolute and relative size trends in the period 
1953-1961. The total cannot be directly compared with 


official statistics, since the latter include companies 
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1 licensed under the Small Loans Act and affiliates 

2 making personal loans which do not operate in the sales 
3 finance field. 

4 26. Among the 27 participants in the 

5 questionnaire, ten companies were not in operation in 

6 Canada in 1953, while five of these were not in ex- 

7 istence in 1957. Total assets of the participant group 
8} amounted to $850 million sits the end of 1953, $1,300 

9| million at the end of 1957, and $1,679 million at the 
10 end of 1961. The largest three companies accounted 

11 for a declining ratio of the total assets at each of 

12 these dates, falling from 82.45 percent to 79.26 per- 
13| cent and then 69.35 percent. - Through this period, 


14 membership in the largest three group has remained un- 


15 changed, with Industrial Acceptance Corporation rank- 
16 ing first, followed by Traders Finance Corporation, 


17 and General Motors Acceptance Corporation of Canada. 


18 2e/. The list of the next seven largest 

19 companies in the industry has changed in the period 

20 under review, and the membership in this group at the 
21 end Sr 1961 can be seen on page 4 of Chapter I (where 
22|| the largest ten companies are listed). The 4th to 10th 
23 ranking companies have accounted for a gradually rising 


24 share of the industry's assets, with their share in- 


25| creasing from 16.97 percent at the end of 1953 to 18.94 
26|| percent at the end of 1957, and 27.42 percent at the 

27|| end of 1961. A picture of the changing membership in 
28 || this group can be obtained from the fact that among 


29| the seven companies included in 1961, two were not yet 


30 in operation in Canada at the end of 1953, while a 
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1 ||! third is inclyded in both years only wy camereng back 


2 
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data for a mérger which took place duels anu to 1953. 
The remaining participants in the survey, respectively 
{, 12 and 17 companies at the dates under ie had 
assets totalling $5, $23 ana de million, or 0.58, 1.80 
and 3.23 percent of the industry's assets at these year- 
end dates. 

28. Since receivables account for the largest 
Share of a sales finance company's assets, concentration 
ratios for receivables outstanding closely resemble 
those for total assets. As Table 2.3 shows, total year- 
end outstandings (retail and wholesale) of the parti- 
cipating sales finance companies amounted to $797 million 
at the end of 1953. By the end of 1957 they had in- 
ereased to $1,193 million, and by the eid of 1961 they 
amounted to $1,339million. The largest three companies 
accounted for 82.09, 78.57 and 69.36 percent of all 
outstandings at these dates, while the concentration 
ratio for the next largest seven companies corresponding 
to these dates was 17.45, 19.59 and 26.75 percent. 

29. A comparison between the data submitted 
by our members and those reported by D.B.S. for the sales 
finance industry at the end of 1957 and 1961 shows that 
the 27 participants reporting in 1957 had outstandings 
amounting to $1,193 million, as against $1,269 million 
reported by D.B.S. (or 94 percent of the D.B.S. total). 
At the end of 1961, the two figures were virtually 
identical. However, the comparability of these data is 
affected by the fact that the fiscal year of a number 


of our members does not end on December 31st, so that 
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the figures provided by these companies are really ap- 
plicable to the end of their individual 1957 and 1961 
fiscal years. 

30. However, the very high ratio of outstand- 
ings of our participants to those reported by D.B.S. 
for both 1957 and 1961 show that the companies providing 
data for this survey, account for a large percentage 
of the business of the entire sales finance industry in 
Canada. Since wholesale financing data were not reported 
by D.B.S. prior to 1956, no comparison of the total 
outstandings can be made for 1953. 

31. Total consumer goods! instalment paper 
outstanding by the group of participating companies in- 
creased from $483 million at the end of 1953, to $714 
million at the end of 1957, and $735 million four years 
later. Data and concentration ratios for the largest 
three, the next seven and all other companies are shown 
in Table 2.4. The largest three companies in the in- 
dustry accounted for 81.65, 78.83 and 70.98 percent of 
the outstanding consumer goods paper at these dates, a 
declining ratio which closely parallels their share of 
total outstandings and ‘otal assets. The next seven 
largest companies show a ratio of 17.74, 18.83 and 25.56 
percent at these dates, leaving the remaining companies 


a share of 0.61, 2.34 and 3.46 percent -- a small but 


rising relative share. 


32. In our survey data, the increase between 
w 
1957 and 1961 in both total outstandings and consumer 
instalment paper outstanding, is the result of increases 


recorded by the smaller members of the industry, which 
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is somewhat offset by a decline in the combined out- 
Standings reported by the largest three companies. 

33. Outstanding balances of retail commercial 
and industrial equipment and machinery paper and their 
distribution among companies are summarized in Table 
2.5. Only eleven companies in our survey reported this 
type of financing in 1953, with the largest ten ac- 
counting for 99.99 percent of the outstanding paper. 

At that time the largest three companies accounted for 
79.64 percent of the outstanding balances, while the 
next seven companies had 20.35 ee By the end of 
1957, 16 of our survey participants reported outstand- 
ings in this category, with the largest three companies 
accounting for 78.99 percent, the next seven companies 
20.81 percent and the other six companies 0.27 percent. 
By the end of 1961, the share of the largest three 
companies had declined to 66.53 percent, while that of 
the next seven companies increased to 31.90 percent, 
and that of the remaining companies rose to 1.57 percent. 
At that time, 18 of our participants reported to be 
active in the financing of commercial and industrial 
equipment and machinery. In this area of financing, 
the list of the largest three companies (and also 
largest ten companies) is not identical with that for 
total assets, and retail consumer paper. This dif- 
ference occurs because of specialization by several 
companies in industrial and commercial sales financing. 

34. Wholesale financing balances outstanding 
show a somewhat higher ratio of concentration in the 


industry than retail financing balances, with the three 
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largest companies accounting for 87.04, 85.66 and 79.63 

percent of total balances at the three dates under 

review. Total balances outstanding among participants 
in our survey increased from $135 million at the end of 

1953, to $206 million at the end of 1957, and sub- 

sequently declined to $197 million at the end of 1961. 

The number of participants reporting such financing 

were respectively 9, 14 and 19 companies. The 4th to 

10th largest companies accounted for 12.96, 13.95 and 

19.18 percent of all balances, while the remaining 

companies in 1957 and 1961 aweeulede for 0.39 percent 

and 1.19 percent respectively. As Table 2.6 HiGicst the 
participants in the FCSFC survey aebeuvxe for more 
than the reported D.B.S. figures in wholesale outstand- 
ings at the end of both 1957 and 1961; the main penton 
for this difference is believed to be a seasonal factor 
arising from the fiscal year dates of some of the parti- 
cipating companies. 

35. On the basis of the above discussion, we 
conclude that the Canadian sales finance industry in 
the period 1953-1961 shows:- 

(1) a high, but gradually declining degree of 
concentration of assets and outstandings 
among the top three companies; 

(2) a rising absolute and relative shea eenee 
of the next seven largest companies, giving 
the ten largest companies a concentration 
ratio of more than 95 percent in each 
instance; 


(3) a gradually rising (though still small) 
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1 absolute and relative importance for 
2 the remaining companies, and a noticeable 
3 increase in the number of these smaller 
4 companies, indicative of a freedom of 
5 entry into the sales finance industry. 
6 36. Since adequate data on the volume of 


7 instalment paper purchased by our participants: are 


8 available in sufficient detail only for the larger 


9 companies, comparisons in this area are bewedéon the 

10 detailed questionnaires previded by the largest ten 

11 companies. (In all cases where data ial eae a the 
12 ten largest companies are used, reference is made to 

13 ranking on the basis of 596: bites the list of 

14 companies included here is shown on page 4 in Chapter 1. 
15|| As Table 2.7 shows, these ten companies have accounted 
16 for an average of 82.1 percent of all the passenger 

17 car (new and used) inetaleeee paper purchased in the 

18|| years 1953-1961 inclusive, on the basis of D.B.S. 

19 Statistics. The ratio of the ten largest companies is 
also found to be declining in this instance, and amounted 
to 78.3 percent in 1961. Other comparisons involving 


the amount of various types of instalment paper purchased 


will be found in Chapter se Ge 

37. In the last decade, the 27 sales finance 
companies participating in the FCSFC survey report the 
acquisition, purchase or merger of 11 Canadian finance 


companies. Details about these transactions were not 


provided. Only three of our participants reported the 


acquisition of more than one such company. Among the 


seven individual companies reporting such acquisitions, 
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1 four companies were among the list of largest ten 

2 Sénstniés. In general it would seem that in the last 
3 decade, mergers and acquisitions have played only a 

4| very minor role in the overall development of the 

5|| Canadian sales finance sete ieee 

6 38. As already noted, the data provided by 
7| our participants show that a significant number of 

8| companies have entered the ranks of the industry in 

9| the period under review, suggesting that there are no 
10|| artificial impediments to entry into the industry, and 
11] that the nature of competition is such as to permit 
12|| newcomers to secure a place in the industry. Thus, a 
13|| total of 15 of the 27 companies providing answers to 
14|| our questionnaires have started operations in Canada 
15|| since 1950, and four of these are now in the list of 


16|| ten largest companies on the basis of 1961 data. 
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CHAPTER III 


THE FUNCTIONS AND THE OPERATIONS 
EME ERALT LONG 


OF THE SALES FINANCE INDUSTRY 
er SNM TAY 


39. The primary function of the sales 
finance industry is to provide wholesale and retail 
financing. The industry also fulfills a financial role 


in providing capital loans, real estate loans, leasing 


and other financial activities. This chapter examines 
these financing functions. In igeewnes terms, the 
wholesale financing role of the industry emerged after 
Sales financing of durable goods at the point of retail 
Sale had started. However, since in the process of 
financing a particular article, wholesale credit is 
provided before retail instalment credit, the operations 
of the sales finance industry will be examined in this 
sequence. 
40. Wholesale Financing 

The wholesale financing activities of 
the sales finance industry. in Canada are almost wholly 
confined to the automobile field. While the companies 
have plans for wholesale or inventory financing of 
other durable goods, most manufacturers in these other 
lines provide their dealers with adequate credit ar- 
rangements. Because of sie need for mass production, 
the manufacturer of waloucin tos concentrates his pro- 
duction facilities, and generally speaking, such pro- 
ductive capacity is not conveniently located near areas 
of local demand. However, it is essential to the sale 


of automohiles that inventories are held as near to the 
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potential buyer as possible. This is accomplished by 
establishing a chain of franchised dealers to carry 
inventory in a local area, and this arrangement estab- 
lishes a closer relationship between the manufacturer 
and the eventual buyer. By inducing independent busi- 
nessmen to become dealers and to invest capital in 
distribution outlets, the manufacturer solves only a 
part of his problem, since he also wants to abtain rapid 
payment for automobiles produced and delivered to the 
dealer. 

41. Because of the high unit cost of the 
produce and the need for large inventories at the retail 
level, as well as the typical size and financial 
strength of the dealer, the average dealer is unable to 
pay the manufacturer until the -vehicle is sold. On the 
other hand, in order to avoid the tie-up of huge amounts 
of capital, manufacturers require payment for their 
products as soon as they reach the dealer. Thus the 
distribution system of the automobile industry requires 
some method of financing the dealers! inventory, and 
since other sources of business credit were not prepared 
to provide this form of credit, the sales finance in- 
dustry gradually came to provide this service, and 
developed a simple and sound technique for handling this 
particular kind of credit. 

42, The wholesale financing process can be 
described as follows: An automobile dealer selects the 
finance company he wishes to deal with, and the latter 
establishes both wholesale and" retail credit lines for 


the particular dealer. These are based on an analysis 
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of the dealer's financial position, his business ex- 
perience, his reputation in the community, his character 
and capacity, age and health, the product he sells, its 
market acceptance, probable volume, etc. When vehicles 
ordered by the dealer are ready for wierimiaake. the manu- 
facturer presents a wholesale conditional sale contract, 
Signed on behalf of the dealer by his attorney (who can 
be a nominated representative of the finance company, 
or, alternatively, someone on the staff of the manu- 
facturer) to the local office of the sales finance 
company. The latter pays the manufacturer (after a 
delay equalling the approximate transit period) who thus 
receives cash as the vehicles reach the dealer. The 
sales finance company automatically provides insurance 
for the vehicles against physical damage hazards. The 


sales finance company acquires the manufacturer's title 


and interest in the vehicle, and although the condition- 
al sale agreement is payable on demand, the working ar- 
rangement is that the dealer pays the sales finance 
company as each vehicle is sold at retail. The pattern 
of rates on wholesale financing will be discussed in 
Chapter IV, pages 39-40. 

43, The total value of wholesale paper 
purchased by the ten largest companies, as well as all 
participating in our questionnaire survey in the period 


1953-1961 is shown in Table 3.1. This volume has ex- 


ceeded the $1 billion level in every year but 1954. In 
recent years, in spite of increased competition at the 
retail financing level, and a gradually declining share 


of the sales finance companies in retail financing, 
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wholesale financing has been at an all time high, 
averaging $1,476 million in the years 1959-1961. It 
should be noted also that comparable D.B.S. figures 
available since 1956, are consistently lower than those 
provided by participants in our survey. 

44, Most of the automobiles produced in or 
imported into Canada, are placed on the floors of auction 
mobile dealers with credit provided by the sales 
finance industry, and estimates provided by several of 
our participants suggest that between 90 and 95 peresnt 
of all vehicles sold in Canada are financed in this 
manner. 

45, Retail Financing 

Retail financing by sales finance 
companies is a more diversified activity than the 
wholesale financing. It is classified according to the 
major purpose stakes goods financed, i.e. (1) financing 
purchases made by consumers for non-business purposes, 
and (2) financing the sales of revenue-producing com- 
mercial and industrial equipment. Among the consumer 
goods financed, new and used passenger automobiles rank 
first in importance; the remaining goods are classified 
under a catch-all heading of "other consumer goods", 
including refrigerators, washing and drying machines, 
television sets, radios, stereophonic sound as 
etc. 

46. (A) Consumer Goods 

In financing the purchase of consumer 
goods, the sales finance industry provides a credit 


service which is unmatched in respect to the efficiency 
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at which credit is provided, as well as the range of 
risks that are financed. One of the major conveniences 
offered in sales financing lies in the “one stop - one 
package" characteristic of its service. Thus, the 
purchaser is able, at the point of sale, to make his 
choice of car or other durable good, arrange for in- 
Surance, and finance the balance over a period conven- 
ient to his budget. To assure convenience and service 
to the consumer, the retail dealer usually performs the 
credit interview, and it is not until after the contract 
is signed that the sales finance company may come into 
the picture, if the dealer elects to discount the 
conditional sale contract with the sales finance company 
with which he normally does business. The sales finance 
company, in turn, does not have any contact with the 
consumer until after the instalment sale has been 
created, and since it cannot evaluate each purchaser 
on the basis of a personal interview, it must depend on 
its skill and facilities to evaluate the risk. The 
sales finance company counts on its dealers for a 
continuing flow of instalment contracts of acceptable 
credit quality. 

47. As a matter of sound credit policy, the 
sales finance company tries to avoid doing business 
with unscrupulous retailers who may sell inferior 
merchandise, render inadequate service, or otherwise 
deceive the buying public. The sales finance companies, 
in discounting the retailer's instalment paper, 
recommend that the purchase agreement for the article 


fulfills the conditions of having a sufficiently large 
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down payment and a ghort enough repayment period to 
assure that the purchaser has a net positive equity in 
the good he has bought at all times. The inherent 
soundness of consumer credit extended by the sales 
finance industry manifests itself in several ee 
Statistics relating to the liquidation of instalment 
paper suggest that approximately 2/3 of sales finance 
paper outstanding in the consumer durable field liqui- 
dates within 12 months, 5/6 within 18 months, and more 
than 90 percent within 24 months. Also, data supplied 
by the ten largest companies on delinquencies in instal- 
ment payments show that such delinquencies are held to 
a very low level in the sales finance field. 

48. Table 3.2 summarizes the purchases of 
total consumer goods instalment paper in the period 
1953-1961. Details are shown for the largest ten. 
companies, as well as all companies reporting details. 
In addition, available figures from D.B.S. are shown. 

49, Table 3.3 summarizes details on consumer 
goods instalment finance paper purchased by the ten 
largest companies in the period 1953-1961. -The value 
of new automobile paper purchased by the ten largest 
Sales finance companies since 1953 has ranged from a 
low of $267 million in 1954 to a high of $466 million 
in 1956, and has averaged $379 million for the nine- 
year period under review. Assuming that each contract 
reported represents the purchase of one new vehicle, the 
ten sales finance companies financed an average of 162, 
000 vehicles annually for the period under review, ac- 


counting for an estimated 41 percent of all the new 
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1 passenger vehicles sold in Canada during this period. 

2 This ratio, however, has declined in recent years, and 

3 in 1961 this sales finance industry group accounted 

4 for only 32 percent of all the new vehicles sold; The 

5 average balance including the unpaid cash balance, in- 

6 surance fir any), and finance charge per new car instal- 
7| ment contract has risen gradually from $1,798 in 1953 


g| to $2,483 in 1961. 


9 50. Used auto late paper purchased by 
10 the ten companies in the period 1953-1961 has ranged from 
11 a low of $222 million in 1961 to a high of $323 million 
12| in both 1956 and 1957. The number of units financed 

13 shows a gradual decline, having reached peaks for the 
14| period under review in 1953 (378,000) and 1957 (374, 

15] 000), and amounting to only 218,000 units in 1961. 

16 The average amount per contract amounted to $844 in 

17 1953... and. $1,017..in, 1961. 

18 51. The value of instalment paper purchased 
19 arising out of the sale of other consumer goods has 

20] ranged from a high of $141 million in 1959 and 1960 to 
21] a low of $91 million in 1954, and averaged $124 million 
z2 in this nine-year period. The number of individual in- 
23 Stalment contracts creating this volume appears to be 
24 gradually declining and amounted to 247,000 contracts 


25|| in 1961, in comparison to 385,000 contracts in 1953. 


26| The average balance has increased from $325 in 1953 to 
27 $502 in 1961. On the basis of comparison with D.B.S. 


28 data, the largest ten companies have accounted for an 


29| average of 71.2 percent of all the "other consumer 


30|| goods" instalment paper purchased by the sales finance 
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industry. 


52. (B) Commercial and Industrial Equipment 


Industrial retail financing by the sales 
finance industry is a general classification covering 
the acquisition of instalment paper created by sales 
of revenue-producing commercial or industrial machinery 
and equipment. In this area, the industry provides an 
intermediate type of financing which comes between the 
chartered banks! function of providing demand short 
term credit and overdraft accommodations, and long term 
equity and bond financing provided by investment houses. 
In Canada, this type of sales financing is available 
for all types of revenue-producing machinery and equip- 
ment. Each sales finance company does not necessarily 
provide funds in all fields, but the group as a whole 
supplies financing for the full range of revenue- 
producing machinery and equipment. Data supplied by 
individual members of the FCSFC suggest that some 
companies -- including smaller members of the Council 
-- specialize in this type of financing. In one case a 
company reported its entire outstandings under tiie 
classification, indicating that this sales finance 
company was not active in the consumer credit field, 
and confined its activities to financing industrial 
and commercial goods. 

53. The business customers of the sales 
finance industry are engaged in all phases of Canadian 
industry, and generally sales finance companies only 
require that the equipment they finance is revenue- 


producing, and that an assessment of the credit risk 
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Vewet® 


4) indicates the purchaser's ability to pay for the equip- 
2) ment out of the revenue generated by its use. Following 


3) is a typical list of products regularly financed by the 


4| industry: 


5 
Agricultural Equipment 
6 
Air Conditioning Equipment 
7 
Bakery Machinery & Equipment 
8 
Barber Equipment 
9 
Beauty Parlor Equipment 
10 
Boilers (Commercial) 
1 
, Bottle Coolers 
12 
Bottling Machinery & Equipment 
13 
Brick & Tile Machinery 
4 
: Coffee Grinders & Roasters 
15 (Electric & Commercial) 
16 Commercial Refrigerators 
(Display Cases, Storage 
17 Cabinets) 
18 Construction Equipment 
19 Creamery Machinery & Equipment 
20 Dairy Machinery & Equipment 


Dental Equipment 

Diesel & Gas Engines (Stationary) 
Dish Washers (Commercial): 
Doctors! Equipment 

Dry Cleaning Equipment 

Electric Generators (Diesel & Gas) 
Embossing Machines 

Engraving Machinery 

Envelope Making Machinery 


Food Handling Equipment 
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Fluorescent Lighting (Comsat eiags 
Garage Equipment 

Heating Equipment (Commercial) 
Hotel and Restaurant Equipment 
Ice Cream Machinery & Cabinets 
Industrial Stokers 

Lathes 

Laundry Machinery 

Logging Equipment 

Low-Bed Trailers 

Machine Shop Equipment 

Machine Tools. 


Machinery & Equipment 
(Miscellaneous) 


Materials Handling Equipment 
Medical Equipment 

Milling Machines 

Mining Equipment 

Motion Picture Equipment 
Office Furniture 

Packaging Machinery 

Plating melotgin oe & Equipment 
Power Genera tiiz Equipment 
Printing Machinery & Equipment 
Quilting Machinery 

Radio Testing Equipment 


Refrigeration (Commercial & 
- Apartment House) 


Sawmill Equipment 
Scales (Heavy Duty) 


Service Station Equipment 
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1 Shoe Machinery 
2 Show Cases & Fixtures 
3 Soap Machinery 
4 Soda Fountain Equipment 
5 Store Fixtures & Refrigetation 
6 Surgical Equipment 
7 Textile Machinery 
8 Theatre Chairs & Equipment 
9 Trailers (Commercial) 
10 Trucks 
11 Two-Way Radio Communication Systems 
12 Vending Equipment 
13] Water Softeners (Commercial) 
14 Welding Equipment | 
15 X-Ray Machinery 
16 
54. Tables 3.4 to 3.7 summarize available 
. data on the volume of paper purchased and balances 
sg outstanding in the period 1953 to 1961. As Tables 3.4 
re and 3.5 indicate, the group of companies participating 
é in our survey accounted for more than 97 percent of all 
Fe commercial vehicle financing, and slightly more than 87 
“ percent of the financing of all other commercial and 
industrial goods (on the basis of comparisons with 
D.B.S. data). The slightly higher figure reported by 
4 our participants in comparison to the D.B.S. total for 
r some years is again believed to be caused by differences 
| < in fiscal years and calendar years among some of the 
“ participants: Outstanding balances at year-end for 
29 


this type of financing are shown in Tables 3.6 and 3.7, 
30 
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and show a similar relationship to the D.BiSs date; 

55. The breakdown between commercial vehicles 
and all other industrial and commercial equipment em- 
phazes a generally divergent trend in the volume of 
financing among these two’ groups. While commercial ve- 
hicle financing has ranged between $130 and $150 million 
during most of the years under review, and shows at best 
a moderate upward trend, the financing of other com- 
mercial and industrial goods has increased sharply, 
rising from an average of $69 million in the years 
1953-1955, to $186 million in.the years 1959-1961. 

This indicates a growing emphasis by sales finance in- 
dustry in Canada on this type of business financing. 

56. Sales finance companies organize com- 
mercial and industrial equipment. financing in several 
ways. | Their Grekiived ni be described only in general 
terms, with recognition that differences exist among 
various eompanies. Some of the larger companies handle 
the financing in a separate department or branches of 
the organization, while in other instances industrial 
specialists will be attached to the branches handling 
consumer retail credit. The credit-screening process 
is 5 detailed one, particularly if the. amount of financin 
involved is large. The size of a particular transaction 
can range up to as much ” $500,000, with a typical 
balance lying in the range of $5,000 to $15,000. 

There = no hard and fast rules for cash down payments, 
and the acceptable initial equity (cash down payment 
plus allowance for a-trade-in) must take into consider- 


ation whether the type of equipment financed is new or 
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1 used, its effective rate of depreciation, the required 
y financing term for the remaining balance, and the 

3 credit rating of the customer. Acceptable initial 

4 equities can therefore run ag low as 10 percent, but 

5 Le ats customary practice to try and obtain 15 percent 
6 to 25 percent initial equity on new equipment, and 25 
7 percent to 35 percent on used equipment. Repayment 


8 terms are usually set to suit the needs of individual 


9 customers. Sometimes they are related to depreciation 
10 write-offs, or to the income produced if the equipment 
11 ste used seasonally. Repayment terms on commercial and 
12 industrial goods, excluding commercial vehicles, have 
13| been compiled by D.B.S. in the last four Yeaihe aWine 
14] an average of 25.1 months in 1958, 26.9 months in 1959, 
15] 27.9 months in 1960, and 29.8 months in 1961.- In- 

16 Surance provisions vary among companies, but usually 

17 evidence of coverage broad enough to protect the pur- 
18 chaser's and the finance company's investment in the 


19|| equipment, during the term of the contract, is required. 


20 57. Capital Loans to Dealers (Automobiles 
21 and other durable goods) 
22 A sales finance company supplying a 


23|| dealer with wholesale and retail financing services is 
often requested by the dealer to provide short- or long- 
term capital loans. These loans are mostly made to 
automobile dealers and are used to improve the dealer's 
facilities, through construction of a new building, the 
enlargement or extensive modernization of existing 


premises, and for working capital. Since each capital 


loan is designed for the specific requirements of a 
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dealer, there is no standard competitive pattern, 
Security for the loans may range all the way from an 
unsecured loan, to a first mortgage on lands and build- 
ings. Terms of repayment may range from one to several 
years, based on the size and the purpose of the loans. 
These assist alert and progressive dealers to achieve 
full potential by supplying them with adequate capital. 
Frequently, a dealer will not qualify for such credit 
from other lending institutions, re the sales finance 
company generally accepts such capital loans as part of 
its operations to round out its service to dealers. 

58. While automobile dealers are the main 
recipients of such capital loans, they are also made 
to dealers who utilize the sales finance company's 
machinery and equipment financing plans. As Table 3.8 
Shows, capital loans to dealers outstanding on the 
books of the largest ten sales finance companies have 
increased from less than $3 million at the end of 1953 
to more than $14 million eight years later. The number 
of individual contracts outstanding for capital loans 
to dealers has risen from 232 contracts in 1956 to 637 
in 1961. 

59. Business Term Loans 

Sales finance companies have offered a 

capital loan service to other lines of business, often 
independent of any sales financing activity for many 
years. In these cases, this capital loan service is 
not related to existing sales finance business, and 
provides intermediate or longer term funds for projects. 


For example, capital loans are frequently made to finance 
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the furnishings or interiors of hotels and motels, to 
provide interim financing in the construction field 
until long term financing can be arranged, to finance 
inventories or to provide funds to a borrower who wishes 
to pay out a partner. As these capital loan plans - 
among several of our members have assumed significant 
proportions only in recent years, sufficient data to 
1HaAeate their importance are not yet available. 
60. Leasing 

While some sales finance companies 
believe that the user of industrial machinery and 
equipment is generally better off to purchase this 
equipment, the demand for leasing is now accommodated 
by a number of our participants who will finance such 
transactions either by discounting the lease, or, if 
necessary, by assuming the position of owner and lease 
to the user. 

61. Real Estate Loans 

While real estate loans do not play a 

eyo BO in the business of sales finance companies, 


a number of them make such loans from time to time. 
However, a number of sales finance companies operate 
separate real estate financing Subsidiaries. Examples 
include Capital Funds IAC Limited, Traders Realty 
Limited, and United Dominions Investments Limited. 

62. Personal Loans 

While some of the companies participating 

in our survey are in the personal cash instalment loan 


field with subsidiaries organized as small loan companies, 


this Brief does not deal with this phase of their 
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activities. A separate submission to this Royal 
2) Commission has been prepared by the Canadian Consumer 
3), Loan Association, and this Brief discusses the 


4] operations of the personal loan industry. 


5 63. Insurance Operations 
6 To protect the investment of the purchaser, 


7| of the motor vehicle dealer and of his sales finance 


8] company, if they purchase the contract, a lien sale 


g| agreement normally provides that the conditional 

10|| purchaser must provide insurance protection against _ 

11 loss from physical damage to the vehicle from Acton, 
12|| fire, theft and other hazards. The same principle 

13] applies to the financing of any other durable good when 
14 the investment involved is substantial and physical 

15|| damage hazards exist. 

16 64, Motor vehicle dealers and their sales 

17|| finance companies have had difficulty in establishing a 
18|| stable market for physical damage insurance in the past. 
19] Prior to 1948, one sales finance company established 

20|| its own insurance subsidiary after having had successive 
21|| arrangements with seven different insurance companies 

22|| on a national basis, and a great many local agents. 

23|| Each arrangement was cancelled by the insurance company 
24|| involved because of unprofitable underwriting experience, 
25|| eventually leaving the sales finance SERYERT with “a 

26|| alternative but to organize its own insurance company. 
Other companies, after similar experiences, followed 
suit in establishing their own insurance subsidiaries 

99 or affiliates. As Table 3.9 shows, seven out of the 


30 || ten largest sales finance companies are today directly 
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or indirectly integrated in the automobile casualty 
field. From an investment standpoint, some companies 
operate their insurance subsidiaries in the general 
casualty field independently of their sales financing 
activities. Others also develop business directly 
with the public, in addition to business originating 
from sales financing sources. Sales finance companies 


operating on a local basis, or on a limited scale 


usually make their insurance arrangements through in- 
dependent insurance companies. 

65. By establishing their own insurance 
subsidiaries, sales finance companies have been able 
to meet all the requirements of the time buyer, time 
seller and the sales finance company, and avoid all the 
difficulties noted above. As might be expected, the 
loss ratio of insurance companies owned by or affiliated 
with sales finance companies is usually higher than that 
of other automobile insurance companies. 

66. The sales finance company-owned or af- 
filiated insurance companies also provide the follow- 
ing specialized insurance services for their manu- 
facturer, distributor and dealer custemerss- 

(1) physical damage and transportation coverage 


for all automobiles being financed at 


wholesale; 
(2) collision insurance on motor vehicles 


being driven directly from the manu- 


facturer to the dealer's place of 


business; 


(3) automatic coverage on home appliances 
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and certain articles of commercial and 
industrial equipment where the issuing 
of individual policies would not be 


economical. 
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CHAPTER IV 


THE CREDIT MECHANISM OF THE SALES FINANCE 
Ee DALES FINANCE 


INDUSTRY AND THE FINANCE CHARGE 


67. Retail Sales Finance Credit 

Sales finance credit is created as the 
result of the selling of goods, and this distinguishes 
it from other major types of credit (such as that ex- 
tended by chartered banks, small loan companies, credit 
unions, etc.) which involve the lending of money for 
certain specified purposes. The process by which sales 
finance credit comes into existence can be sketched as 
follows: after having agreed on the purchase price for 
a particular durable good, the instalment buyer pays 
the dealer a down payment (consisting of cash and/or an 
allowance for a trade-in good) and signs an agreement 
of conditional sale which specifies the amount of the 
unpaid balance, plus the finance charge and other 
charges such as registration fees, insurance (if any), 
ete. The agreement also stipulates in what amounts and 
at what intervals payments will be made. At this stage 
of the transaction, the conditional sale contract is 
the property of the seller, and as we have noted in 
Chapter II, some dealers carry their own instalment 
paper without using the services of a sales finance 
company. However, the sales finance oninasyt provides 
the dealer with the opportunity of reducing his accounts 
receivable (and hence his capital requirements) by 


offering to discount acceptable conditional sale 


contracts. 
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68. While the Sales finance company does not 
enter into the instalment credit transaction until such 
time as a dealer elects to discount his instalment 
paper with a company of his choice, it offers the dealer 
the important service of credit investigation, which he 
can use to check the credit rating of a particular 
buyer. This credit investigation service is parti- 
cularly important when the dealer has no previous ex- 
perience with the particular buyer, and its wide use is 
considered an important factor in the highly satis- 
factory performance of sales finance receivables over 
a long period of years. 

69. If the dealer elects to sell the instal-_ 
ment contract to a sales finance company, he adds his 
assignment, and mails or delivers it to the nearest 
office of the sales finance company. In checking the 
cot ore the sales finance company satisfies itself 
about the credit rating of the purchaser, and other 
quality aspects of the paper, such as the value of the 
down payment, and the terms of repayment. In assess- 
ing the latter factors, sound instalment credit 
practices require that the purchaser of the good -retains 
at all times a net positive equity in his purchase; i.e., 
that the balance owing on the instalment sales contract 
remains below the probable realizable value of the 
good throughout the life of the contract. If these 
requirements are reasonably met, the sales finance 
company issues its cheque, notifies the purchaser that 
it has purchased his contract, sends him a transcript 


of the account and explains that payments are to be 
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made at its office, either by mail or in person. 

TOV CBS recapitulate, retail sales financing 
has two important characteristics not found in other 
types of credit. First of all, it is created only in 
conjunction with the sale of a durable good, involving 
mostly time-, labour- and/or money-saving products for 
the consumer, or revenue-creating equipment for business 
and industry. There is no exchange of money between 
the purchaser and the credit grantor at the time of the 
sale (other than the cash down payment). Secondly, as 
far as the function of the sales finance company is 
concerned, it plays no direct role in the creation of 
this credit, and faces a derived demand for its credit 
services, which arises only after the transaction has 
been completed and the dealer decides to discount his 
paper with a sales finance company. However, in the 
ordinary course of events, after a dealer and a sales 
finance company have decided to do business together, 
their relationship will be generally such that the 
dealer has a ready and willing — for the volume of 
sound instalment credit he creates. 

71. Legal Aspects of the Conditional Sale 

Agreement 
The main features of legislation under 
which sales finance companies operate today in-Canada 
can be summarized as follows: 
(1) Sales finance companies finance chattels 
known as “personal property", as opposed 
to land or "real property". Under the 


British North America Act, the provinces 
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(2) 


have exclusive jurisdiction over property 
and civil rights within the provinces, 

and for this reason there is very little 
federal legislation affecting the sales 
finance business. 

Provincial legislation covers the follow- 
ing major aspects of the sales finance 
business: 

(a) Statutes governing conditional sales - 
With the exception of Quebec, all provinces 
have separate statutes governing condition- 
al sales; in Quebec, the law governing 

the conditional sale is set out in the 
Civil Code. The contracts must be in 
writing, Signed by the buyer, and must 
contain a description of the goods and the 
terms and conditions of sale. A copy of 
the contract must be delivered to the 
buyer. 

(b) Registration requirements - 

In all provinces escept Quebec and 
Manitoba, a conditional sale contract 
should be properly registered in the 
appropriate registry office. 

(c) Repossession - 

Goods sold under a conditional sale 
contract may generally be repossessed 

from a buyer by the seller or his 


assignee for breach of a condition of 


the contract. 
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72. While conditional sale contracts and 
chattel mortgages deal with matters concerning property, 
and therefore are a proper subject for provincial 
legislation, the laws of the provinces differ from one 
another in many particulars. The Conference of Com- 
missioners on Uniformity adopted Uniform Acts for 
conditional sale contracts and for chattel mortgages 
in 1955, but these Acts have not been adopted by any 
province. Large portions of the Uniform Conditional 
Sales Act have been adopted by British Columbia, 
Saskatchewan and Newfoundland, but there are differences 
between these three provincial Acts, and each of them, 
in turn, differs from the Uniform Act. 

73. Instalment credit sales are accepted 
business transactions in all provinces of Canada, and 
if statutes applicable to them were uniform, this 
would benefit sellers, buyers and third parties by a 
standardization of forms and procedures which would 
simplify administration and reduce costs. With uniform 
statutes, decisions of the Courts in one province would 
have a greater bearing in ae provinces since there 
would be no slight differences in wording to afford 
grounds for distinction. 

74. While increasing competition from more 
and more sources of credit provides effective regulation 
of the sales finance industry, the FCSFC believes that 
if any additional legislation affecting the sales 
finance industry is contemplated in the future, it 


should be undertaken in consultation and co-operation 


with this industry. 
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(5. The Finance Charge 

The "price" at which sales finance credit 
is extended when a durable good is sold on an instalment 
basis is usually known as the finance charge. The sale 
of a particular good either for cash, or, on an instal- 
ment basis to a consumer (or business), and the sub- 
sequent discounting of the instalment paper with a sales 
finance company creates three price possibilities: 

(1) The cash price fer the good which is 
purely a matter of bargaining between the 
dealer and his customer, winetens regard for 
such factors as trade-in allowances, extra 
equipment (in the case of automobiles), 
ete: 

(2) The "time" price for the same transaction, 
which arises if the customer decides to use 
instalment financing. 

(3) The price at which the sales finance company 
purchases instalment paper from the 
dealer. 

Among these, the second and the third price are rele- 
vant to the sales finance transaction. 

76. The time price in the transaction between 
the dealer and the purchaser is determined by: the 
amount of the unpaid balance, the period and method of 
repayment requested by the customer, the type of good 
financed, and an assessment of the customer's credit 
worthiness. In arriving at this time price for the 
instalment sale, dealers normally use rate charts 


supplied by the sales finance companies which state 
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monthly payments. For the purposes of this Brief, our 


4 


members have compiled statements shania the estimated 
dollar finance charge of their dealers on two separate 
transactions believed to be representative of consumer 
retail instalment financing: (1) the finance charge on 
a new automobile for a balance of $2,000 payable over 

30 months, and (2) the finance charge on a new re-= 
frigerator for a balance of $300 payable over 24 months. 
A discussion of the finance charge on typical industrial 
equipment or machinery is also included. 

77. Data on the finance charge to the consumer 
on a new automobile for an unpaid balance of $2,000 
payable over 30: months as reported by 17 of the parti- 
cipants in our survey are summarized in Table 4.1. 

The year-end figures presented in Table 4.1 are based 
on a ranking from lowest to highest finance charge 
reported in 1961. In some cases, companies report a 
range of possible finance charges. For those companies 
the range is shown, and both the high and low end of 
the ranges have been taken into account in computing 
measures of central tendency (the median and modal 
finance charge in each year). The mode of the finance 


charges arrayed in’ Table 4.1 remained unchanged between 


1953 and 1959 at $400; in 1960 the three modes appear 
($353, $400 and $475, with three companies reporting 
each of these values), while in 1961 it amounted: to 


$353. The mode in this case does not appear to be 


meaningful, and in no instance was it reported by more 


than four companies. The median, on the other hand, 


shows a more distinct movement, rising gradually from 
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$400 in 1953 to $451 in 1957, ana declining subsequently 
-- with the exception of a rise in 1959 -- to $405 in 
1961. | 

78. As far as direct comparisons are pos- 
sible, the finance charge reported by six out of ten 
companies increased between 1953 and 1957, while eight 
out of fourteen companies reporting in 1957 and 1961 
Showed a decrease in the finance éuanke in this period. 
Table 4.1 also emphasizes the divergence in the reported 
finance charges. 

(9. Table 4.2 summarizes information sup- 
plied by 17 of our participants on the estimated dollar 
finance charge payable by the purchaser for financing 


a $300 unpaid balance on a new refrigerator repayable 


over a period of two years since 1953. The range of 
finance charges reported remains unchanged at $51 at 
the low end. At the high end, it rises from $72 (in 
1953-1955) to $83 (1956-1957), and then settles back 
to $72 in 1958-1960, and $73 at the end of 1961. ‘The 
median rises gradually from $54.50 at the end of 1953 
to $65.60 at the end of 1956, and has remetaee un- 
changed at $65 in the last four years. Modal values 
in the early years of this period are neither distinct 
nor meaningful, but have tended to cluster around $65 
in the last few years. Once again, a pattern of con- 
siderable rate competition emerges from the array of 
figures presented in Table 4.2. It should also be 
noted that in Tables 4.1 and 4.2, the ranking of the 
companies is purely positional, based on the lowest to 


highest finance charge reported in 1961. Thus, for 
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example, company No. 4 on Table 4.1 ana company No. 4 
on Table 4.2 do not refer to the same company. 

80. Data submitted by several members of the 
FCSFC on the finance charge relating to the instalment 
financing of industrial machinery and equipment show 
that the typical rate on a transaction with an unpaid 
balance of $10,000, will vary from 6.0, 6.6 or 7.2 per- 
cent add-on per annum or .5, .55 or .6 percent per 
month. The application of the finance charge as a 
monthly factor is common to facilitate the computation 
of the finance charge for customers who use skip pay- 
ments and follow a seasonal pattern of repayment. The 
size and longer term of transactions usually involved 
in this type of financing, as well as the sophisticated 
type of competent business men who are the purchasers, 
make the finance charge sensitive to changing money 
costs. 

81. The present rates prevailing in the 
industry range from a 6 percent add-on charge for 12 
months ($6 per $100 for 12 months on the basis of 
equal monthly amortization), to a 7.2 percent add-on 
charge, with most of the volume at 6 percent add-on. 
Over the last ten years there has been little variation 
beyond this minimum and maximum, but during periods of 
higher cost money, relatively more paper has been pur- 
chased at the maximum level of the above range. A rate 
higher than 6 percent add-on will normally apply on 
transactions with very small balances. 
8°. The third price to be considered is the 


one at which the sales finance company offers to 
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1 purchase instalment paper from the dealer. While the 

2 previous discussion has been from the viewpoint of the 
3 time price paid by the purchaser, the following remarks 
4] relate to the price arising in the transaction between 
5| the dealer and his sales finance company, if the dealer 
6| elects to sell his instalment paper. 

7 83. A dealer who sells an article on time 


8| includes in the total price of the transaction an 


9 amount to compensate for collecting the aDAdce due by 
10| instalments instead of cash. The amount of this 

11| "finance charge" is agreed upon between the buyer and 
12/ the seller and it is incorporated into the contract of 
13 Sale as an integral part of the price of the article. 
14] The contract is the dealer's property, to do with as 

15] he determines for himself. He may keep it or he may 

16 sell it. If he decides to sell it to a sales finance 
17 company (or any other financial institution), the terms 
18|| of the sale of the contract are subject to negotiation 
19|| and agreement between the parties, which are part of an 
20|| overall relationship embracing a package of services 

21|| between the dealer and the sales finance company. 

22|| Taking a contract where there is an unpaid cash balance 
23 of $1,000 and a finance charge of $100 as an example, 
the dealer now owns a contract on which the purchaser 
25 has agreed to pay $1,100. If the dealer decides to 
sell this contract, he will do so at the best price he 
27|| can obtain. And he goes into a highly competitive 
market to look for the best price and terms. The 

29|| parties in this transaction must first agree on a price. 


30| In the normal relationship between sales finance companie 
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1 and dealers, there will not be a separate negotiation 
2) for each particular contract, as the parties will have 
3 previously agreed upon a formula for establishing the 
4 price of the contract. Let us assume that the agreed 
5] price is $1,010. The ientias finance company may simply 
6 pay the dealer the $1,010 and thus end the transaction. 
7 More generally, however, because of his outstanding 

8| direct and contingent liabilities, the dealer will 

9 receive only part of this amount, e.g. $1,000, at the 
10| time of the sale of the contract. Payment of the 

11|| remaining $10 owed to him as part of the price of the 
12] Paper will be deferred, and the amount set aside, or 
13|| "reserved" in an account set up to the dealer's credit. 
14] This credit account, representing sums withheld from 
15|| the proceeds of individual contracts has ian to be 

16|| called the reserve account, or the "dealer reserve". 

17 It is clear that this dealer reserve is merely a part 
18|| Of the purchase price of the paper, which except for 
19 the deferment arrangement, he would have received in 
20 cash at the time he sold the paper. 

21 84. Sales finance companies provide dealers 


22|| with charts from which the dealer can determine the 


23 suggested purchaser charge for a great variety of un- 


paid balances and terms, without making a separate 
25 calculation for each transaction. This permits the 


dealer to calculate readily, under his agreement with 


26 
| 27 the finance company, what the company's purchase price 
| 28 for the contract will be, and what his margin or reserve 
99| on the sale of the contract will be. This knowledge 


30| is important to him, as it is a factor in the 
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negotiating of a time Sale, added to those applicable 
to a sale for cash, that is the margins on the good 
being sold, and on any accessories, and the value of 

a used good which is offered as part of the purchase 
price. The dealer needs a certain margin in total, 
and he negotiates his sale to achieve this objective 
by foregoing part of the total margin nominally avail- 
able to him without necessarily identifying how much 


he gives up on each of the several parts of the total 


time price to the purchaser. [In fact, the amount of 
margin he gives up will probably be considered as a 
discount from the list price of the good being sold, 
or will result in a higher allowance for a used good 
accepted as part payment. 

85. Data supplied by some of the members of 
the FCSFC suggest that typically dealer reserves 
average between 10 and 15 percent of the gross finance 
charges collected in automobile financing. 

86. Finance Charge Disclosure 

The sales finance industry believes in 
the full disclosure of the cost of credit to the purchase 
in its most meaningful manner, and it has followed such 
full disclosure practices for many years. The FCSFC 
would like to express its views on the matter of finance 
charge disclosure proposals which have received a con- 
siderable amount of public attention in recent years 
as a result of legislation passed some years ago in 
one province (Alberta), recently enacted in a second 
province (Manitoba), and introduced on three separate 


occasions in the Senate of Canada. It would be useful 
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to distinguish at the outset what each of these laws, 
or proposed laws, seeks to accomplish with respect to 
the information to be Supplied to the purchaser in a 
Sales finance transaction. The Alberta law, the first 
of its kind to be enacted in Canada, requires either 
dollars and cents or rate of interest disclosure to the 
purchaser. The implications and reguiztnents of the 
law recently passed by Manitoba are not clear at this 
point; while the latest version of the Senate bill 
would have made a "simple" interest rate method of dis- 
closure mandatory. Advocates of the interest ae 
method of disclosure generally believe that such in- 
formation will prove most valuable to consumer in his 
attempt to shop among and compane different sources of 
credit. 

87. From the viewpoint of the sales finance 
business, the following observations and conclusions 
regarding the finance charge disclosure issue can be 
made: 

(1) It has been a long-standing practice in 
the contracts supplied by the sales finance 
industry to the dealer to show the dif- 
ference between the cash and the time 
sale price to the purchaser on the 
conditional sale agreement. The manner 
in which this is done can be seen from 
samples of the conditional agreements 
provided by our members to their dealers, 
attached in Appendix I. It is the view 


of the FCSFC that this method of 
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(2) 


disclosure is by far the most useful 
information that can be provided to the 
purchaser, since at the point of sale 

he is informed of the exact cost involved 
in his decision to finance his purchase on 
an instalment basis. In addition, con- 
ditional sale contracts usually specify 
additional charges applicable to the 
instalment sale transaction, or arising 
in connection with it. mae in 
provinces where registration costs are 
levied on conditional sale contracts this 
amount is shown, and in transactions 

where insurance coverage is included this 
is also shown. 

While considerable publicity has been 
given to the disclosure legislation 
introduced in the Senate of the United 
States, and because the proposals here 

in Canada strongly parallel the measures 
advocated in the United States, we would 
like to point out that the United States 
Federal Trade Commission, after a lengthy 
series of hearings, established a set of 
basic rules for full disclosure of finance 
charges on the indthdment sale of auto- 
mobiles on February 6, 1951. These rules 
require that the following information be 
provided to the purchaser in the condition- 


al sale agreement: 
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(3) 


(a) The delivered price of the motor 
vehicle 

(b) The amounts to be credited as down 
payment and trade-in (if any) 

(c) The time balance owed, the amount 
of each instalment payment, and the 
number of payments 

(ad) The cost and coverage of insurance, 
if a specific premium is charged 

(e) The finance charge 

(f) Any other charges paid or included 
in the time balance. 

In subsequent years, many of the states 

enacted laws incorporating the disclosure 

principles embodied in the Federal Trade 

Commission rules, and by 1961, thirty-two 

States had statutes on their books re- 

quiring disclosure of the dollar finance 

charge on automobiles. In thirty-one of 
these states, the law is also applicable 
to instalment paper created through the 

purchase of other consumer durable goods. 

(Adapted from Robert W. Johnson, "Methods 

of Stating Consumer Finance Charges", 

Studies in Consumer Credit Number 2, 

Graduate School of Business, Columbia 

University, 1961, pp. 41-42.) 

The FCSFC bases its views that dollars- 

and-cents disclosure is the most ap- 


propriate method of disclosure for the 
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1 purchaser in a sales finance transaction 
2 on the following reasons: 
3 (a) The sales finance charge incorporates 
4 at least three major cost elements 
5 from the point of view of the sales 
6 finance company: 
7 (i) Pure interest for the use of borrowed 
8 funds, i.e. a payment for forbearance, 
9 (ii) Payment for the service costs arising 
10 from granting the credit, collecting 
11 monthly payments, and closing the 
12 account, and 
13 (iii) Payment for the risk the sales finance 
14 company assumes, and the inevitable 
15 losses it must shoulder. 
16 (b) At the point of sale the purchaser of 
17 a durable good to be financed on an 
18 instalment basis is provided a package 
19 of services, with no exchange of 
20 money as far as the financed portion 
21 of the transaction is concerned. 
22 The service package may include 
23 purchaser life insurance, which 
24 is provided by many sales finance 
25 companies automatically at no 
26 separate cost, and also automobile 
27 insurance, which can become part of 
28 the charges listed on the conditional 
29 sale agreement. If the nature of the 


30 transaction were such that it 
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1 constituted a large, single-repayment 
2 loan of money, where the bulk of the 
3 interest payment is made for 
4 forbearance (as is the case when 
5 sales finance companies borrow 
6 funds on a demand basis from chartered 
4 banks, or ona eee and long-term 
8 basis from investors in their notes) 
9 there is little doubt that the price 
10 for such a transaction should be 
11 stated in a percentage cre of 
12 interest. But if the finance 
13 charge in a sales finance trans- 
14 action is viewed as a service 
15 charge in which pure interest is 
16 only one of the constituent parts -- 
17 for a discussion of interest and 
18 other costs in the operation of 
19 sales finance companies, see 
20 Chapter VI --), then the argument 
1 for expressing this charge as an 
22 annual interest rate is un- 
23 convincing. First of all, a state- 
24 ment of this type would convey the 
25 false idea that the entire finance 
6 charge is for interest, and secondly, 
07 the methods would yield some bizarre 
28 results, particularly if they are 
29 applied on contracts arising in the 


financing of very small balances. 
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(c) While we advocate that the purchaser 
Should be able to compare costs of 
various avenues of credit open to 
him, we believe that the soundest and 
simplest basis of comparison open to 
him is dollars-and-cents disclosure. 
Thus, if a dealer informs the purchaser 
that it would cost X dollars to finance 
an unpaid cash balance of Y dollars 
over a period of Z months, the 
purchaser can then readily compare 
this with the cost of obtaining funds 
from a chartered bank, credit union 
or any other source of credit under 
the same terms and. conditions. A 
percentage rate of comparison, how- 
ever, will not be helpful, since 
chartered banks will express_their 
personal loan rate in one manner 
(which differs among banks) , credit 
unions in still another, while a 


special set of rules for interest 


rate computation would have to be 
devised for the sales finance field. 
The same is true for budget and 
revolving credit plans used by 
department stores. 

(d) This last point raises some 
"mechanical" difficulties. From 


a purely theoretical viewpoint, it 
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will be difficult to find an ex- 
pression for the "simple annual 
rate of interest" in a sales 
finance transaction, and one major 
difficulty would arise when re- 
payments are not aes on an equal 
monthly basis. But, assuming that 
mechanical shortcomings of the 
interest rate disclosure proposal 
are eliminated by defining the 
manner of computation, the whole 
procedure would impose a consider- 
able burden on the distributor or 
dealer who would be required to con- 
form with the provisions of any such 
law. As such, it would complicate 
the operations of thousands of 
dealers across the country, and 
probably increase the real cost of 
credit to the consumer. 

(e) Finally, we submit that the consumer 
eredit industry is made up of a 
great many segments each of which has 
developed independently in order to 
satisfy a different consumer need. 
To legislate any one segment of ati 
industry without due regard to, and 
without any attempt to legislate or 
control all other facets of the 


industry, would do no more than 
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1 ereate sterile legislation. To 
g attempt to legislate all segments 
3 of this industry under one statute 
4 which requires each segment to 
5 conform to a prescribed uniform 
6 method of calculation in disclosing 
7 their charges, without due regard 
8 to the consumer need which each now 
9 services, and their present methods 
10 of disclosure of charge which may 
11 well be the best possible method of 
12 disclosure to the segment of the 
13 public which they are now serving, 
14 would be unwise and impractical. 
15 (f) As an illustration, Table 4.3 shows 
16 a type of form that would be re- 
17 quired to interpret the cost of 
18 borrowing or buying on time into 
19 terms of equivalent simple interest 
20 per annum, providing for all forms 
21 of transactions, including pro- 
22 vision for those where the borrower 
23 owns some of the funds that are 
24 being advanced to him. 


88. Wholesale Finance Charges 


The mechanism of wholesale financing has 
already been described in Chapter III, and the present 
section rounds out this discussion with a summary of 
typical wholesale finance charges reported by the ten 


largest companies participating in the FCSFC survey. 
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89. Generally Speaking, the wholesale rate 
charged by a sales finance company to a dealer consists 
of two parts: (1) interest charged on the total whole- 
Sale outstandings of the particular dealer, and (2) an 
original, flat service charge, levied either as a per- 
centage on the value of the wholesale transaction, or 
a flat per unit dollar charge. In either case, the 
flat charge is usually levied for the first 90 days of 
the financing (or any part thereof), with provision for 
a renewal service charge. Another variant of the flat 
service charge which has become popular in recent years 
is a flat cents -per-day-per-unit charge. 

90. Table 4.4 summarizes the information 
participating companies have provided regarding the 
structure of their wholesale rates since 1953. The 
first part of Table 4.4 shows prevailing year-end 
interest rates on wholesale financing, while the second 
part of the Table summarizes the service charges. An 
increasing degree of uniformity among companies is 
found in the interest rate charged on the amount of 
paper outstanding, with seven out of nine companies 
reporting such information for the end of 1961, showing 
a rate of 6 percent. Service charges are somewhat more 
difficult to compare because of varying practices among 
companies. In spite of this, half of the companies” 
were levying a service charge of 12 cents per day per 


vehicle at the end of 1961. 


91. In order to obtain a composite idea of 
the cost of wholesale financing to the motor vehicle 


dealer, Table 4.5 shows the cents per day cost of 
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financing a $2,000 vehicle for the first 90 days at 
rates prevailing at year-end since 1953. The wholesale 
finance charges show sizeable fluctuations, related to 
the movement in money costs to the sales finance companies, 
and the degree of responsiveness of such charges to 
changing money costs will be discussed in Chapter VII. 
For present purposes it should be noted that there is 

a relatively wide range of wholesale charges (expressed 
in terms of cents-per-day-per-unit), but a tendency 

has appeared in recent years for these to cluster around 
certain values. Thus, at the end of 1961, the whole- 
Sale charges quoted by the largest ten companies could 
be translated into daily per unit charges of 45¢ for 
five of the companies, and 44¢ for an additional two 


companies. 
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CHAPTER V 
COMPETITIVE ASPECTS: INTRA INDUSTRY COMPETITION 


AND COMPETITION OF THE SALES FINANCE INDUSTRY WITH 
OTHER FINANCIAL INSTITUTIONS 


saan meme eee cn Sol Re Da lt 


92. Factors Affecting Intra Industry 
Competition 


During recent years, competition within 
the sales finance industry in Canada has intensified. 
This has been brought about partly as the result of 
expansion by other grantors of consumer credit, which 
has reduced the share of total instalment financing 
obtained by the sales finance companies. The nature 
of the competition between individual sales finance 
companies is a complex subject. Over the years, the 
sales finance companies have constantly broadened the 
range of services made available to the dealer or his 
customers, in order to remain competitive. Sales 
finance companies are called on to Puee sae to most 
dealers of durable goods an integrated financing service 
which involves many factors. The dealer, in turn, 
weighs the relative importance of each of the factors 
as they will affect his finances, his selling ability 
and his purchasing power. To be competitive, a sales 
finance company depends on its own skilful and efficient 
management to provide the most appropriate combination 
of services to meet particular dealers! needs, com- 
petitive rates to customers, and a reasonable compen- 
sation for its services. A desirable dealer account 


will be contacted by several sales finance companies 
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during the course of a month, each anxious to prove 
its ability to provide better service. Since most 
dealers sell all or substantially all of their instal- 
ment paper to a single sales finance company, competi- 
tion for a dealer's patronage is particularly active 
from the companies who are not established with the 
dealer. 

93. The principal features of the sales 
finance companies! arrangements with the dealer which 


may be termed competitive are: 


A. Wholesale Financing 

B. Capital Loans 

C. Dealer Liability 

D. Credit Investigation Service 
E. Reserve Arrangements 

F, Collection Service 


G. Sales and Management Services 


Each of these competitive aspects is discussed in 
detail below. 


94. A. Wholesale Financing 


The financing of wholesale purchases by 
dealers from manufacturers or wholesalers - called 
wholesale financing, or floor planning. It has a major 
function in the integrated financing service provided 
by sales finance companies and is the first part of 
clear-track financing from the end of the production 
line at the factory down to and including the financing 
of the time payment sales made by retail merchants. 


The average dealer who purchases durable consumer goods 
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at wholesale and sells them at retail is usually in no 
position to finance, out of his capital, the flow of 
goods which passes through his establishment. It is 
at this point that the sales finance companies step in 
and extend wholesale credit for the prupose of main- 
taining an orderly flow of merchandise. This process 
has already been described in detail in Chapter LET? 
The wholesale financing charge and the credit 
line offered are generally not major factors in in- 
fluencing a dealer to do business entneone sales finance 
company instead of another, but they are prerequisites 
for the dealer-sales finance company relationship. 
Wholesale financing services and charges have already 
been shown to be closely competitive, as the result of 
competition among the companies, and this feature in a 
company's service is not likely to play an important 
role in a dealer's decision to do business with one 
sales finance company or another. 
95° °By Capital Loans 


A sales finance company that is providing 

a dealer with his wholesale and petasa financing may 
be requested by the dealer for additional assistance in 
the form of capital loans for the purpose of improving 
the dealer's facilities, constructing a new building, 
enlarging or extensively modernizing the building on 
the premises he now owns, buying a dealership or pro- 
viding working capital. 

Since each capital loan is designed for the 


specific requirements of a dealer, there is no standard 


pattern. Capital loans may be evidenced by a simple 
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1 promissory note, or may be secured by the pledging of 
2 all assets of the business, or of specified assets, 

3 Such as parts and equipment, or real estate. Terms of 
4 loans may range from one year to several years, based 
5 on the size and purpose of the loan. As with whole- 

6 Sale financing, capital loans are generally made at 

7 very low rates and are made only if they will lead to 


8 a greater volume of good retail business from the dealer 


9 for the sales finance company. Because of more ex- 

10 tensive knowledge of the dealer's character and his 

11 business, the sales finance company is often in a 

12 position to make such capital loans, while other 

13 financing sources could not do the same. Historically, 
14 this capital loan service has been of great importance 


15 to the function of many key dealerships throughout 


16 Canada. 
17 96. C. Dealer Liability 
18 The three main arrangements -under which 


19 sales finance companies purchase consumer instalment 
20 contracts are non-recourse, full recourse and re- 


21 purchase. Under each of these arrangements, modifi- 


22 cations or concessions granted by the sales finance 
23 companies become competitive factors in vying for a 


24 dealer's business. 


25 (1) Under a non-recourse agreement, the sales 
26 finance company assumes essentially all 
27 risks in purchasing paper from the 

28 dealer. Except for a standard pro- 

29 vision that the terms of the contract 

30 and the information inducing the sales 
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1| finance company to purchase it are bona 

2 fide, the dealer has no liability if 

3 the buyer should default in his obli- 

4 gation. While the advantages of this 

5 arrangement from a dealer point of view 

6 are apparent, there are many disadvantages. 

7 For example, the sales finance company, 

8 to maintain a sound portfolio of receivables, 

9 must be more selective if it has no 

10 assurance of any assistance in collecting 

11 the account or disposing of the goods in 

12 the event of repossession. This would lead 

13 to acceptance by the dealer of varying 

14 degrees of liability on contracts which 

15 his sales finance company felt it could 

16 not purchase without recourse. -If a 

17 Sales finance company were to agree to 

18 buy all contracts the dealer created on - 

19 a without recourse basis, it is obvious 

20 that the eat al would have to compensate 

21 the sales finance company for the 

22 greater risk it was assuming, pre- 

23 sumably by accepting a lower price than 

24 he could obtain for the contracts on a 

25 with recourse basis. The fact remains, 

26 however, that a non-recourse arrangement 

27 is a point of competition within the sales 

28 finance industry, but only a very limited 

29 percentage of total contracts purchased 
__30 | are on this basis. 
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(2) 


(3) 


Under a full recourse agreement, the 

dealer assumes the bulk of the risks. 

If the dealer is financially sound, the 

Sales finance company may be willing to 

handle his paper at a much lower rate, 

Since its risk is nominal. If it fails 

to collect, it assigns the contract back 

to the dealer, who pays the full amount 
outstanding, less unearned finance 

charges. The more substantial the deal- 

er, the more competition there is between 

sales finance companies to handle his 

paper on this attractive and relatively 

risk-free method. Full recourse is com- 
paratively limited in its use. € 
The most common basis for buying instal- 
ment contracts from dealers, particularly 
in the automotive and appliance industry, 
is on a repurchase agreement basis, or 
some form of limited liability. Under 
this plan, liability is in a sense split 
between the financial institution and the 
dealer in the case of consumer durable 
goods which can be resold if repossessed. 
Under a typical repurchase agreement, if 
the sales finance company is unsuccessful 
in collecting, it bears the cost of find- 
ing, repossessing, and bringing the goods 
back to the dealer's place of business. 


In the case of cars, the dealer is then 
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responsible for repurchasing the contract. 
The ee oe agreement ordinarily 
provides conditions which must be met 
and may extend protection to the-_dealer 
against any uninsured damage to the car. 
In most cases, the dealer is protected if 
the goods cannot be repossessed, either 
because they cannot be located, or because 


they have been converted or confiscated. 


Under a repurchase agreement, a sales 
finance company is willing to purchase 
contracts on sales of used goods, which 
it would not be willing to purchase under 
a non-recourse arrangement . This is 
particularly important to a dealer in 
automobiles because of the high pro- 
portion of used vehicles which he takes 
as trade-ins. The dealer must be able 

to finance a substantial proportion of 
the sales of these used vehicles if he 

is to sell them at retail. The dealer 
with servicing and sales facilities 
available is much less likely to suffer 
losses on disposing of repossessions 

than is his sales finance company, and 

he would be able to sell these vehicles 
at retail while the finance company would 
probably be obliged to dispose of them 


at wholesale prices. Since, in general, 
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the risk of repossession and of loss 
increases as the age of a vehicle in- 
creases, the dealer who wishes to retail 
his used cars will probably find it 
necessary to operate under a repurchase 
agreement and will find it to his 
financial advantage so to do. To many 


dealers this presents an opportunity 


for considerably greater sales volume. 


Sales finance companies compete with 
each other through various modifications. 
of the repurchase agreement. If Beanery: 
is too severe in assessing collision 
damage on repossessions, the dealer may 
be attracted to another company where he 
feels he will obtain more liberal treat- 
ment. There are many variations under a 
repurchase agreement permitting one | 
company to offer a competitive incentive 
on one point by being conservative on 


another. 


Unless a very large majority of contracts 
pay out satisfactorily under the method 
used by the sales finance company to 
purchase the instalment contracts from the 
dealer, both the dealer and sales finance 
company suffer. Thus, the next important 
competitive factor from a dealer point 


of view is the credit service and 
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investigation provided by the sales 

finance company. 

97. D. Credit Investigation Service 

Sales finance pcnbge vhhies compete with 

each other on the basis of the type of credit investi- 
gation service they provide to the dealer. Prompt 
credit investigation and sound judgment in approving 
the application of consumers wishing to buy from a 
dealer on an instalment plan enables him to complete 
more sales. The sales finance company assumes the 
function of credit investigation and evaluation as a 
service to its dealers, and performs this function with 
the aid of specialized personnel and facilities. 

The dealer wants a prompt credit service to 
protect sales against competition; slow investigation 
will inevitably tend to affect fe decree the dealer's 
Sales volume. The prospective instalment purchaser is 
wwe to wait any great length of time to find out 
whether the dealer can sell him. Indeed, the compe- 
tition between sales finance companies has. led the 
Canadian consumer to expect a prompt credit decision 
wherever he buys. 

To be competitive, sales finance companies 
must make use of the most rapid means of communication, 
such as telephones for local enquiries and telegrams 
for long distance investigations. It rs develop 
specialized procedures to get information and give its 
eredit decisions to dealers without delay. Direct 
phone lines may be established between large volume 


dealers and their finance company as a means of faster 
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service to the consumer. 

Speed and completeness of credit investi- 
gations are necessary to make possible both prompt and 
sound decisions. And in both the speed and soundness 
of these decisions lie bases for competition within 
the sales finance industry.’ 

The companies compete in their ability to 
strike a good balance between ultraconservatism and 
unsound credit practices. An ultraconservative credit 
policy would restrict the dealer's sales and reduce the 
dealer's profit. Unsound credit approvals will cause 
expense and loss to the dealer. What hurts the dealer 
will be to the disadvantage of the institution which 
finances him. 

Competition within the sales finance industry 
to achieve an optimum balance in making credit decisions 
benefits the Canadian consumer. No sales finance 
company can afford intentionally to extend credit to 
customers who do not have the inclination to meet the 
commitment of the instalment contract or to whom the 
commitment would prove to be an impossible financial 
burden. At the same time, no sales finance company can 
afford to reject too many creditworthy buyers who are 
accepted by others. In competing for good retail 
contracts and rejecting bad ones, sales finance 
companies have developed systems for evaluating credit 
which increase the likelihood of the truly credit- 


worthy customer being recognized as such. 


98. E, Reserve Arrangements 


A dealer sells his time payment contracts 
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to his finance company at an agreed price. In the case 
of consumer goods, especially aytomobiless<bhie price 
usually exceeds the unpaid cash balance on the scomtract, 
and the excess is usually held by the finance company 
at the dealer's credit, as has been explained in 
Chapter IV; above. -It-is this portion of the purchase 
price of the paper which is called dealer reserve. 

The price that is paid will vary from contract 
to contract depending on the type of good being sold, 
whether the good is new or used, and on the length of 
the contract term. The price may also vary from deal- 
er to dealer, as the finance gece considers its price 
for paper as part of a total financial service, on 
which it expects to realize a profit. It must there- 
fore consider such things as the amount of money it 
may be advancing for wholesale and capital -loans, the 
quality of the retail paper (and hence the eollection 
expense) the extent of the dealer's liability on the 
contract after he has sold 16; the financial strength 
behind the dealer's endorsement, and the extent of the 
competition for the dealer's paper. 

It was explained in Chapter IV above,-that a 
dealer considers the reserve on a transaction as part 
of his total margin on the sale, and that he may vary 
it in the negotiating of the sale. It is convenient 
for him therefore to have the purchase avons his finance 
company will pay expressed in terms of his margin. Thus 
it is customary for a finance company to tell a dealer 
how much dealer reserve he will realize, if -he uses a 
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of its confusing verbiage, reserve arrangements are 
Simply a typical market place bid for something the 
dealer wants to sell and the finance company wants to 
buy. As such, it is a most competitive feature within 
the industry. 

The finance company provides a dealer with 
charts, which it is normal for the dealer to use on 
time sales. It thus sets the terms and conditions 
under which the dealer establishes the time price, be- 
cause the price it will pay, and the dealer's reserve 
are predicated thereon. However, the dealer is free to 
vary the margin, if the negotiations on a particular 
Sale make it advisable, by charging a lower time price. 

If the finance re defers payment of the 
dealer reserve portion of its price for paper, it 
carries these amounts at. the dealer's eredit, in an 
account called Dealers! Credit Balances. Arrangements 
for payment of the amounts at credit of this account 
may vary from dealer to dealer, but in general the 
amounts accumulate for a pneadeasiouea time period, 
or until the balance reaches a certain agreed percentage 
of outstanding retail accounts, or-both. The most 
common arrangement is settlement monthly, quarterly or 
semi-annually of the amount at credit in excess of a 
percentage of outstandings. 

In addition to dealer-reserve, some sales 
finance companies offer a volume bonus, if the dealer 


submits a certain volume of paper, to encourage him to 


sell all his paper to a single company. 
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1 99. F. Collection Service 
2 A relatively small percentage of instal- 


3 ment buyers may find it difficult at some time during 
4 the term of their contract to meet the commitments of 
5 the contract. Sales finance companies, through their 
6 credit service, tend to discourage an individual from 


7 committing himself for more than he can reasonably pay 


8 out of his earnings. Therefore, a large number of 

9 consumers whose accounts become past due, do so because 
10 of emergencies, illness, marital problems and other 

11] reasons. 


12 Sales finance companies compete with each 


13 other to provide a prompt and efficient collection 

14 service but must be mindful that the methods used af- 
15 fect their own future business and also that of the 

16 dealer who uses their services. The colléction service 
17 Should have the effect of encouraging the customer to 
18 protect his equity in the goods he has purchased, thus 
19 protecting the dealer against Rane tedweny losses. 

20 Collection service constitutes a major cost 
21 in the overall operation of sales finance companies. 

22 Specialists are required to conduct both the inside and 
23|| outside functions. Every delinquent account is handled 


24|| on the basis of making any and all reasonable adjustments 


25 that may be possible. Modern sales finance companies 


26 like any other business, need the goodwill of the con- 
27 suming public, and collections are carried out with a 
28 sales approach. A dealer judges the sales finance 


29 company's service on the number of repossessions he may 
4} 


30| be requested to purchase. If there is no dealer 
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liability on the contract, the sales finance company 
more often than not is unable to realize the balance 
owing on the contract through the resale of a re- 
possession. For these oy ialieiai the sales finance 
company attempts to avoid saruuniries tye at all costs. 
100. G. Sales and Management Services 
Sales {finance companies also compete 
in the sales and management services provided to their 
customers. Among the factors involved in this area of 
competition are: (1) stability and dependability of 
financial resources; (2) skill of management and pro- 
fessional manpower; (3) proximity of branches and 


service facilities; and (4) sales promotion, training 


and merchandising aids. 


101. Structural Factors Affecting 


Intra-Industry Competition 
In addition to the above factors, 


certain structural characteristics also affect intra- 
industry competition in the sales finance industry. 

The first characteristic is unrestricted entry, and , 
the ability of small companies to secure a foothold in 
the industry without artificial impediments to their 
entry. The industry provides a package of services 

for which no one company can have a monopoly, and it is 
possible to get into business with relatively small 
amounts of capital, because the highly liquid nature 

of the earning assets purchased makes credit readily 
available. Among the members of the FCSFC participating 
in the survey of data for this Brief, 15 companies have 


started operations in Canada since 1950, and four of 
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these are now among the ten largest companies for which 
detailed data are presented in this Brief. 

102. A second structural factor affecting 
competition within the sales finance industry is the 
presence of a considerable number of manufacturer-, 
dealer- and distributor-owned finance companies. 

These are sometimes called captive companies to indicate 
a degree of vertical integration between the finance 
function and antecedent stages of production and/or 
distribution. Under conditions where the manufacturers 
controlling these finance companies have a significant 
Share of the total market for their particular brand of 
products, and their finance subsidiaries succeed in 
capturing a large share of the instalment financing of 
their parents! products, the competitive environment 
under which independent finance companies must operate 
is appreciably affected. 

103. Competition with Other Financial 

Institutions in the Consumer Credit 


Market 


In order to digeuea the nature of 
competition between sales finance companies and other 
financial institutions and intermediaries extending 
credit to the Canadian consumer, a statistical summary 
emphasizing the diversity of consumer credit sources 
presently available in Canada and their importance is 
required. Any such summary is hampered by the fact 
that there is now not available an absolute total figure 


for “consumer credit" in Canada. This is due to the 
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fact that (1) certain items usually included in the 
present consumer credit data may not represent outright 
indebtedness for consumption purposes (e.g. fully 
secured loans made by chartered banks and life insurance 
companies), and (2) certain sources of consumer credit 
are not included in the data presently available (e.g. 
service credit such as doctors!’ and dentists! bills; 
loans between individuals, ete.). 

104. Table 5.1 summarizes the statistics 
generally indicative of the growth in the consumer 
eredit outstanding in Canada in the period 1951-1961. 
Details are shown for the major financial institutions 
Supplying consumer credit, and their relative importance 
is measured against a standard of total consumer credit 
which is subject to the limitations outlined in the 
previous paragraph. Total consumer credit outstanding 
increased from $1,416 million at the end of 1951, to 
$4,630 million ten years later; this represents an in- 
erease of $3,214 million in balances outstanding in 
this ten year period, or an increase of 227 percent. 

105. A number of inter-related changes have 
contributed to the overall increased use of consumer 
eredit. The tendency toward urbanization of society 
has disrupted informal, unrecorded credit granting by 
friends, relatives and small retail outlets. Standards 
of living have increased, and a greater fraction of 
income has become available for durable goods purchases 
such as automobiles. Availability of credit makes 
purchase of such large dollar items more feasible. 


Consumers have increasingly recognized that proper use 
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of credit is desirable. And, of course, the competing 
Sources of consumer credit have been alert to devise 
methods of extending credit services which result jin 
greater utility to the customer. 

106. Table 5.1 shows that consumer credit 
supplied by various financial intermediaries has not 
increased uniformly in the period under review. Sales 
finance company outstandings started from an artificially 
low base of $186 million at the end of 1951, and the 
amount of consumer retail paper outstanding increased 
to $780 million at the end of 1957 (with only one 
interruption appearing at the end of 1954, when out- 
standing balances were $24 million lower than at the 
end of. 1953); at that time the sales FiWande company 
group accounted for 23.7 percent of all consumer credit 
-- a peak ratio for the period nae review. In 
absolute terms sales finance company outstanding paper 
has moved in a rather narrow range since the end of 
1957. The amount outstanding totalled $760 million 
at the end of 1961 and its share of all consumer credit 
has declined steadily, reaching an estimated 16.4 per- 
cent at the end of 1961. This ratio is the lowest for 
any year under review except 1951, when consumer instal- 
ment credit controls were in effect. 

107. The trend among other grantors of 
consumer credit and the nature and extent of competition 


with them and the sales finance industry can be des- 


ecribed as follows:- 


108. (A) Small Loan Companies 


Outstanding balances of small loan 
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I companies (which represent mainly personal loan credit 

2 in the form of personal cash instalment loans) have 

3 increased sharply in the period under review, rising 

4/ froma total of $114 million outstanding to $583 million 
5 at the end of 1961. In relative terms, credit supplied 
6 by the small loan companies accounted for 8.0 percent 

7 of all consumer credit outstanding at the end of 1951, 


8] and 12.6 percent ten years later. 


9 109. Small loan companies compete success- 

10 fully with instalment finance companies primarily in 

11 cases where they already have special knowledge of their 
12 customers! credit worthiness by virtue of past ex- 

13 perience with them. With this experience as a guide, 

14 they can extend credit profitably to some persons who 

15 cannot obtain credit from other financial sources that 

16 lack this add itionad information. The small loan company 


f 
17 can also finance sales for some consumers simply. be- 


18 cause these customets already have established a 

19| favourable velattonenip with the small loan company 

20 and prefer to — this relationship rather than ar- 
ps range for new £ sibs die at some new and perhaps less 
22 convenient place. ‘The specialty of the small loan 

23 companies is the eubacteria of the customer's credit- 


24 worthiness based on personal contact and credit in- 


25 vestigation prior to the extension of credit. Because 


26 of their emphasis on personal evaluation of credit, they 
27 compete effectively with sales finance companies in 


28 financing individual transactions. This same emphasis 


\ 


29 on the evaluation of the credit of the individual \ts 


___ 30] not compatible with rendering a broad service to a 
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: retail dealer. In general, a small loan company is 

2 Staffed to evaluate the credit of individuals and to 

| collect accounts. It does not utieapt te provide the 

4 broad services to the dealer described in the pre- 

5 ceding pages. The evaluating of the credit of the 

6 dealer described in the preceding pages. The evaluating 
7 of the credit of the dealer and the extending of credit 
8 to him based on that evaluation are just not part of a 
9 small loan company's operation. These companies are, 
10 however, becoming increasingly important competitors 

414 of the sales finance companies, particularly in 

12 financing the sale of used automobiles through the 

13 medium of loans to purchasers. 

14 110. (B) Department Stores 

15 The amount of consumer credit outstand- 
16 ing supplied by department stores has risen from $78 


17 million at the end of 1951 to $401 million at the end 


18 of 1961, and its ratio of all consumer credit outstand- 
19|| ing in Canada has increased from 5.5 percent to 8.7 

20 percent. Department stores are not financial inter- 

21 mediaries, but they compete with sales finance 

22 companies through the extension of credit for goods 


23 sold on their own premises. In some cases this credit 


24 is extended on their own account, while in other in- 

25 stances, captive finance companies are used to perform 

26 the credit function. 

27 Because of the operation of the de- 

28 partment stores! so-called "all purpose credit plans", 

29 the credit statistics presently available can no longer 


30|| be separated into instalment credit (which is 
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1 essentially purchase credit of the type provided by 

2 sales finance companies), and charge account credit 

3 (which is predominantly single payment credit). The 

4 last breakdown for these two types of department store 
5 credit is available for the end of 1959 when 80 per- 

6 cent of the total credit outstanding ($250 million out 
7| of $314 million) was classified as instalment credit. 


8 lll. (C) Other Retail Dealers 


9 The data shown in Table 5.1 are esti- 


10| mates made by the Bank of Canada which exclude charge 
11 accounts of motor vehicle dealers whose credit is ex- 
12 tended mainly to business rather than consumers. Out- 
13 Standing balances have increased in absolute terms from 
14) $328 million at the end of 1951 to $605 million at the 
15 end of 1961; this represented 23.2 percent of all 

16 consumer credit outstanding at the end of 1951, but 

17 only 13.1 percent ten years later. More than one-half 
18 of the credit outstanding on the books of other retail 
19 dealers represents charge account balances, a type of 
20 credit which is not extended in competition with the 


21 sales finance companies. 


Large retailers, or retailers who have 
23 customers whose credit has been established by 


continuing contact, are in a position to extend credit 


24 

25 directly as an additional service. In these cases the 
26 retailers are able to grant credit pemaube of preeta- 
27 ized knowledge about their own customers’ (which 

28 reduces inherent risks), and because of their financial 
29 strength. However, during the last ten years there 


30} has only been a moderate increase in the credit 
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1 provided by retailers (other than department stores) 

2 in comparison to growth in total consumer credit out- 

fo standing. In many cases, retailers financially capable 
4 of carrying their own instalment paper, find the 


5 specialized services of the sales finance companies a 


6| preferable alternative. This also releases capital 
7 which the merchant would otherwise have =o tie up in 


8 receivables, for use in other phases of his business. 


9 Li? s (D) Chartered Banks - All Other 


10 Personal Loans 
11 This category of chartered bank loans 


12 has increased from $204 million outstanding at the end 
13 of 1951, to $1,030 million outstanding ten years later. 
14 The percentage of total consumer credit accounted for 
15 by these loans was 14.4 percent and 22.2 percent 

16 respectively, with almost the bulk of gains occurring 
17 in the period 1959-1961. 

18 Chartered banks normally finance pur- 
19 chases of durable goods by arranging financing directly 
20 with the purchaser by means of personal loans. Banks 
21 hold a competitive advantage in extending financing 

22 directly to particular customers whose credit-worthiness 
23 is easily verified. These customers are generally 

24 persons who have established credit in the community 

25 and who are likely to have had prior good credit deal- 
2%| ings with the bank. When the bank ay dent dinectly 

27 with such applicants for credit, its risk of loss is 

28 reduced and it can extend this particular type of 

29 financing at slightly lower rates. The lowest rate 


30 afforded the select consumer by chartered banks is 6 
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percent simple interest per annum. The rate is 
generally offered to people who can pledge bankable 
security, in which case the bank re classified as 
fully secured (by marketable bonds and Stocks); this 
category of loans is included in the "other credit" 
classification discussed below. Most sales finance 
companies do not compete directly in supplying financing 
to this kind of customer. The customer who can get 
direct bank financing at more favourable rates, usually 
has frequent contact with the bank and tends to seek 
out the bank as a source of financing. The type of 
consumer credit, classified andthe "all other perebhal 
loans" category is usually offered at rates to the 
customer that are closely comparable to new car rates 
offered by sales finance companies. In recent years, 
the chartered banks have aggressively competed with the 
various financial intermediaries supplying credit to 
the Canadian consumer. 
h1l3¢ (E) Credit Unions 

Credit Unions became established in 
Canada around 1900 when credit for the consumer was 
practically unavailable. Sales finance companies were 
not then in existence, legitimate loan companies, as 
we know them today, were not yet in operation, and the 
chartered banks were not in the consumer credit field. 
As a result of a definite need for such services, small 
groups of people banded together on a parochial basis 
to pool their savings and thus provide a source of 
loan funds for members for "provident and productive 


purposes". The basic requirement for membership was 
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that each member have some "common-bond" with other 
members of the group. | 

This original concept of the credit 
union movement -- to encourage thrift and to extend 
financial assistance to a member of a group sharing a 
community of interest -- was a praiseworthy one. In 
the past 60 years this movement has undergone radical 
changes in function and organization and has passed 
through a period of extremely rapid growth. 

Indicative of its financial growth, the total 
of loans outstanding classified as "not seeured by 
mortgages" has increased from $76 million at the end 
of 1951 to $425 million at the end of 1960 (the 1961 
figure is not yet available). Credit union loans 
represented 5.4 percent of all consumer credit out- 
standing in 1951 and 9.7 percent in 1960. 

In terms of membership, the Federal Department 
of Agriculture's Report on Credit Unions in Canada, 
1960, established the number of credit unions in Canada 
at 4,667 with a total membership of 254k, 340 persons; 
this means an average membership of 593, compared with 
349 in 1950 and 172 in 1940. 

With an average membership of about 600 
persons and a "common bond" now so loosely defined as 
to include common religion, common city or town of 
residence or common nationality, we suggest that credit 
unions have in fact become commercial organizations 
exhibiting many of the charatteristics of a branch bank- 
ing system. The similarity 18 apparent in the develop- 


ment of 27 Provincial Central Credit Unions formed to 
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use effectively the surplus funds available in some 
credit unions and to provide a source of funds for those 
unions whose loan demands exceed savings and deposits. 
In addition, some centrals and individual credit unions 
borrow from banks for re-lending when their own avail- 
able funds are insufficient. In 1960 ninety percent 

of credit unions in Canada were members of Provincial 
Central Credit Unions. 

In view of the fact that credit unions 
have become commercial in character, this Royal 
Commission should consider whether it is in the best 
interests of the Canadian economy that they be exempted 
from carrying their fair share of the tax burden. We 
maintain that tax exempt institutions have no place in 
our economy demanding social welfare to the extent that 
it does, where the field in which such institutions 
operate is or can be adequately served by tax paying 
businesses. 

Even after removal of the present tax 
exemptions, credit unions could still omntonrbeto per- 
form the functions for which they were established, be- 
cause of the following cost advantages:- 

(1) Rental costs are usually low and often 
negligible. Free space is often pro- 
vided by sponsoring employers, labour 
unions, churches, lodges, corporations, 
or other interested groups. 


(2) A substantial amount of work is contri- 


buted free or at nominal wages by dedicated 


members. Employees of a sponsoring 
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(3) 


(4) 


(5) 


‘corporation often perform credit union 


work during time paid for by the 
corporation, and corporations usually 
incur additional accounting expense for 
the benefit of their sponsored credit 
unions. 33 

Advertising costs tend te be very low. 
The group from which a credit union 

must derive its members usually knows 

the advantages of membership and ee 
credit services offered. Such ad- 
vertising as is necessary can usually 

be directed specifically to the Pt 

by media no more elaborate than posters 
on bulletin boards. 

Costs of screening credit applications 
tend to be low. The credit union has 
records of all members as shareholders. 
Since members are from a common social, 
religious, residential, or corporate 
group, a great deal of. information use- 
ful in evaluating credit risk is common 
knowledge within the group. Additional 
information from corporate personnel files 
is usually much more readily available to 
sponsored credit unions than to other 
financial intermediaries. 

Collection expenses tend to be lower for 
a number of reasons. Individuals tend to 
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group of which they are members; apart 
from this personally-imposed obligation, 
they are responsive to group pressure, 
and, in corporate-sponsored credit unions, 
the sponsor corporation wrvrebaa | encourages 
both savings and repayments sec iegron ieee 
a payroll deduction pene 

(6) As a further advantage, credit unions 
are often the most convenient source 
of credit to their members considering 
both place and time. 
114. (F) Other Credit 

The classification of "other credit" 
in the last column of Table 5.1 includes secured 
personal loans and home improvement esas made by 
chartered banks, life insurance companies! policy loans, 
oil company credit card balances, and Quebec Savings 
Banks! loans not secured by mortgages. In earaee 
terms, credit outstanding in these categories has in- 
ereased from $430 million at the. end of 1951 to $826 
million at the end of 1961. As a percentage of all 
consumer credit, their ratio amounted to 30.4 percent 
and 17.8 percent at these two dates. 

Generally speaking, there is little 
direct competition between sales finance companies 
and credit grantors in these aleaneniteuiwee With the 
exception of home improvement loans, the purposes of 
loans are generally not known, and it may well be that 
individual consumers use their personal credit (fully 


secured by collateral) to pay for purchases of durable 
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1 goods. This method would put their preferred personal 
2 credit rating to work for purchase credit purposes, in 


3 an area normally served by instalment credit. 


; GOVERNMENT. COMPETITION 

: 115. (A) Industrial Development Bank 

: The Canadian sales finance industry has 
4 played an important role in financing the equipment 

i and machinery needs of small 2 medium-sized Canadian 
: businesses for over thirty years. In addition to pur- 
x chasing conditional sales contracts from sellers, many 
ji companies supply capital funds to business by way of 

a capital loans, leasing of equipment and mortgages on 

‘i real estate. 

14 

In the area of business financing, our 

; industry has been meeting growing competition from the 
° Industrial Development Baie This competition mani- 

i fests itself in several ways, some of which are more 

‘i measurable than others. The net effect has been a 

a serious loss of business, which private enterprise 

S would ordinarily obtain, to a government-sponsored, tax 
% exempt agency. The step-up in I.D.B. activity beginning 
7% in the second half of 1961 has been particularly pro- 
5 nounced. In the ten month period between July 1961 

a and April 1962, loan disbursements averaged $5.9 

€ million, as against a monthly average of $2.4 million 
ij in the fiscal year 1959 and $2.5 million in the fiscal 
¥ year 1960. Other data presented in Table 5.2 showing 
1 the amount of loans outstanding, the number of customers 
i etc., all point to the sharp increase that has taken 
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Place in IVD.B. financing activity. I.D.B. competition 
can be considered under three major headings: 
(a) I.D.B. Loans to borrowers who use the 
proceeds to pay off accounts on sales 
finance company books. 
(b) I.D.B. Loans to borrowers who use all 
or part of the proceeds to "buy" equip- 
ment the sales finance industry 
normally finances. 
(c) Stipulations in I.D.B. toan agreements 
which prevent a borrower from acquiring 
additional capital assets through 
private financing. This is accompanied, 
in certain cases, by a policy providing 
additional I.D.B. funds for such 
purposes -- a practice similar in some 
respects to a bank line of credit or a 
department store revolving credit plan. - 
These three types of competition will now be discussed 
in some detail. 
(a) I.D.B. Payouts 

Evidence now available strongly supports the 
contention that I.D.B. is aggressively competing for 
business financing regardless of whether the borrower 
can obtain accommodation elsewhere. Figures provided 
by members of the Council point to the fact that in 
the last two years the sales finance industry has lost 
several million dollars in business outstanding on its 
books as a result of payouts made by the I.D.B. 


(b) New Business Lost to I.D.B. 
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This is much more difficult to measure ac- 

curately since direct competition between the IvPgB. 
and the sales finance companies is involved, but our 
member companies believe that the amount is substantial 
and the trend upward. 

In the view of the Federated Council, the 
I.D.B. practice of soliciting business in direct 
competition with private credit grantors illustrates 
convincingly the distortions which can arise when a 
government agency engages in active competition with 
private enterprise. According to any logical inter- 
pretation of the Act setting up I.D.B.,its scope of 
operations would be largely determined by the extent 
to which private credit institutions could not meet the 
demand for business credit on reasonable terms. Under 
present conditions the situation is reversed with 
privately owned institutions having to depend on the 
extent to which a government institution chooses to 
compete. If recent experience is any guide, I.D.B. 
will not only finance new installations, but pay out 
the balance on the existing ones as well. 
(ce) Effect of I.D.B. Restrictions on Future Financing 

It has been our industry's experience that 
once a client obtains an I.D.B. "Loan", it peatOxsdety 
difficult to obtain new business from him, even though 
he may have been a regular customer in the past. 

We recognize that I.D.B. must protect its 
investment, but submit that the borrower should be free 
to finance through private enterprise channels if 


I.D.B.'s permission to acquire additional capital assets 
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is obtained. If such restrictions are coupled with a 
policy of providing additional credit for approved 
purchases the borrower becomes permanently attached to 
I.D.B. This again we believe to be contrary to the 
expressed purpose of the function of I.D.B. 
The Basis of I.D.B. Competition 

A study of the individual reports prepared 
for our member companies by their branch representatives 
establishes beyond any doubt that I.D.B.'s appeal to 
business is based on lower rates. Longer terms for 
repayment are a factor, but this appears to be quite 
secondary. The question of availability of credit 
elsewhere does not seem to enter the picture at all. 

Under the existing law, I.D.B. will make 
loans where alternative financing would not be avail- 
able "on reasonable terms and conditions". We submit 
that this phrase is being so interpreted by I.D.B. as 
to be largely meaningless. Given the special situ- 
ation of I.D.B., the rates charged for accommodation by 
private enterprise are bound to be higher, and if the 
rates currently charged by I.D.B. are to be the 
criterion of "reasonableness", then no sales finance 
company will be able to compete. The privileged 
position of I.D.B. in relation to rates ts created as 
follows: . 

1. It appears that the I.D.B. can obtain 

funds at lower than market rates 

available to sales finance companies. 

The sales finance industry pays the 


going market rate for the mixture of 
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funds it requires for its operation. 
2. I.D.B. legal, promotional or commission 

costs in obtaining its funds are less 

or non-existent. 
3. I.D.B. pays no income taxes. 
4. A return on shareholders! equity (capital 

and retained earnings) of approximately 

2% is earned by I.D.B. (after assumed 

income taxes). If the sales finance 

industry showed a similar return it 

would cease to obtain the necessary funds 

from the money market and would go out 

of business. 
With these advantages it is not surprising that I.D.B. 
can substantially undercut private financing rates and 
still show a profit on its operations. 
I.D.B. Background 

The Industrial Development Bank was 

established in 1944 to provide medium term toans to 
small and medium-sized Canadian industrial enterprises. 
The basic intention of the legislation was to provide 
credit which could not be obtained through the usual 
private enterprise channels. This basic condition for 
a loan is set out in Section 15, Paragraph 1, Sub- 
Paragraph (b) which reads, "Credit or other financial 
resources would not otherwise be cweatona on Pesdmmabie 
terms and conditions". Also the Preamble to the ‘ 
Industrial Development Bank Act reads: 
"Whereas it is desirable to establish an 


industrial development bank to promote the 
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economic welfare of Canada by increasing the 
effectiveness of monetary action through ensuring 
the availability of credit to industrial 
enterprises which may reasonably be expected 

to prove successful if a high level of 

national income and employment is maintained, 

by supplementing the activities of other 

lenders and by providing capital assistance 


to industry with particular consideration to 


the financing problems of small enterprises..." 

The phrase "by supplementing the activities 
of other lenders" would indicate the Bank was established 
to supplement rather than compete with existing 
financial institutions. It is our belief that recent 
activities of I.D.B. go far beyond the expressed in- 
tentions for its functions, that it is engaged in 
direct competition with this industry, and that loans 
are being made on a broad scale regardless of whether 
or not credit is otherwise available on reasonable 
terms and conditions. 

We further contend that the serious inroads 
being made by I.D.B. on financing which our industry 
is well-equipped to provide, are the result of a 
deliberate and aggressive expansion programme ac- 
companied by advertising and promotion usually as- 
sociated with privately sponsored and financed organi- 
zations seeking to enlarge their share of the market 
in a highly competitive field. This has occurred in 
spite of the fact that I.D.B. was established in order 


to supplement, rather than compete with or displace, 
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existing private financing institutions. 
I.D.B. Advertising 

I.D.B. is currently engaged in a full-scale 
advertising campaign which has all the attributes of 
an aggressive "business-getting" drive for expansion. 
We have also been advised that I.D.B. is conducting a 
direct-mail campaign with certain professional people 
and that its representatives are attending business 
meetings and conventions at which they make speeches 
and show films. If all of this is to provide inform- 
ation on the function of I.D.B., we would have no 
objection, but we submit they leave the impression 
that its facilities are available for use on a much 
wider scale than was originally intended. We would 
also like to observe that we have no objection to this 
"hard sell" activity, provided it is in keeping with 
the purpose for which I.D.B. was established. 
I.D.B. Branch Expansion 

There are now 16 I.D.B. branches in operation. 
New staff is being added in a general atmosphere of 
buoyancy and growth and this is accompanied by a 
human and understandable desire on the part of I.D.B. 
employees to see their operations grow. In discussions 
with local I.D.B. managers, our representatives have 
been impressed by their enthusiasm. 

In our opinion, present I.D.B. pact ties are 
already more than adequate to meet the needs of those 
who cannot be served by private enterprise. 


Summary and Recommendations with regard to I.D.B. 


We are well aware that the developments 
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1 described are the direct result of government policies 

2 designed to bolster the economy and reduce unemployment. 
3 We also appreciate that any net investment in capital 

4 goods resulting from I.D.B. financing which could not 


5 be financed through other channels is bound to have a 


6 stimulating effect on the economy. But to the extent 

? that I.D.B. financing merely replaces financing avail- 
8| able elsewhere, there is little advantage to the 

9 economy, even though the individual borrower may benefit 
10 through lowered costs vis-a-vis his competitors. 

11 We question the presumption behind these 

12 developments, namely, that private enterprise financing 
13 is inadequate for the needs of the economy. Periodic 
14 bulletins from I.D.B. appearing in the press emphasize 
15 the growth in number and volume of its loans to 

16 industry. In our view, these reports present a mis- 


17 leading picture of the contribution made by I.D.B. as 


18 no reference is made to the loans which private enter- 
19 prise would willingly have retained on its books, or 
20 have been prepared to undertake. Consequently, the 


21 figures published overstate the stimulus provided by 


22 I.D.B. 


23 We therefore make the following recom- 
24 mendations which, if adopted, would return I.D.B. to 
25 the role it was originally intended to fill without 


26 any adverse effects on the economy at large: 


27 (1) That the scope of the Bank be restored to 
28  4ts original intention by either - 
29 (a) Amending the Act by deleting the words 


30 "on reasonable terms and conditions" 
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from Section 15, Paragraph 1, sub- 
paragraph (b); or 

(b) amending the Act to permit regu- 
lations by the Governor-in- 
Council and, pursuant to this en- 
abling legislation, the passing of a 
regulation defining the words "on 
reasonable terms and conditions", to 
mean terms and conditions available 
on the commercial market to persons 
engaged in a similar business to that 
of the proposed borrower; or 

(c) the enactment of a by-law by the 
Board of Directors of the Bank con- 
taining the definition set out in (b) 
above. 

(2) That the present policy of the Bank of 
arbitrary payouts on existing non-bank 
loans be discontinued and loans which the 
I.D.B. may properly make, be made by the 
Bank on terms which provide for existing 
loans to remain in effect. 


(3) That the rate at which I.D.B. lending takes 


place imposes a reasonable burden upon the 
borrower and that the interest paid be 
treated as a non-deductible expense for tax 
purposes. This will remove the effect of 
the subsidy from the public gradually as 
the profitability of the enterprise in- 


creases, and the borrower will be 
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attracted toward normal credit sources 
when his financial position makes him 
eligible for normal business credit. 

(4) A new advance must not be granted unless 
the Bank has dabtenayd avecte that a like 
loan otherwise be obtained by the proposed 
borrower on the commercial market on 
"reasonable terms and conditions", as 
defined. 

(5) That where the Bank makes a loan and capital 
purchases are made by the borrower during 
the term of the loan, any such purchases 
made by the borrower should be financed 
through existing private enterprise 
institutions. 

(6) That the opening of a Bank branch in any 
given area should be conditional upon the 
Board of Directors of the Bank being satis- 
fied that requests for loans from that area 
cannot be serviced by private enterprise and 


warrant the opening of a branch. 


116. (B) Other Government Guaranteed 


Activities 

The Federated Council is justifiably 
concerned about any government sponsored credit which 
cuts across the path of free wikhamiiada. It therefore 


has a special interest in the Government's guarantees 


to Chartered Banks in fields where sales financing is 
interested, namely, Farm Improvement Loans, Home 


Improvement Loans and Loans to Small Business. 
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The Commission will be familiar with 
the general pattern and experience of such guaranteed 
loans. The record to date Suggests that losses are 
SO small as to remove any need for a special government 
subsidy to the lending agency. We feel that the 
guarantee served a useful purpose in acquainting the 
banks with these types of borrowers, but any uncertainty 
as to their credit-worthiness should have ceased to 
exist some time ago. To date, experience with these 


guarantees has been as follows:- 


Farm Improvement Loans:- 1945 to 1960 - Losses 
of 1/10 of 1 pereens on 
total loans of $912,000,000. 
Home Improvement Loans:- 1955 to 1960 - Losses of 
$280,000 on total loans 
of $200 000,000, or .14% 
Loans to Small Business:- Started in 1960. Loss 
ratios not yet | 


representative. 


The Federated Council submits that 
these guarantees should be withdrawn because: 
(1) Regardless of the smallness of the 
losses, they represent a subsidy to 
our competition paid in effect from the 
public purse. } 
(2) The banks have had sufficient experience 
with these types of lending to remove any 
possible justification for a ata 


guarantee, particularly as far as Farm 
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Improvement Loans and Home Improvement 


Loans are concerned. 


OTHER SOURCES OF BUSINESS CREDIT 


11LEs (A) Captive Paper Held Abroad 


In financing of business machinery and 
equipment, the sales finance industry in Canada also 
faces competition from U.S. sellers of machinery and 
equipment, and U.S.-based sales finance companies. 
There are many U.S. manufacturers with finance company 
subsidiaries or affiliates operating in the U.S., and 
carrying instalment paper on goods sold in Canada. 
Sometimes a plan to provide this financing is set up 
with a U.S. sales finance company. In either case, 
contracts of Canadian purchasers are payable in U.S. 
dollars, and many millions of dollars in such receiv- 
ables are placed annually on the books of such U.S,- 
based credit grantors, resulting in effect in an import 
of credit. This type of activity competes with domestic 
sales finance companies operating in the U.S., it 
would be important to determine the impact of such 
arrangements on the Canadian financial system. 

118. (B) Sellers 

Some large distributors of business 
and industrial equipment elect to carry their own in- 
stalment paper, rather than discount it with a iatan 
finance company. This parallels the situation des- 
eribed in the consumer instalment credit field where 
department stores and other retail dealers provide a 


significant amount of credit by carrying their own 
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paper, or setting up a special finance affiliate to 
handle their instalment credit activities. While the 
quantitative importance of credit extended in this 
manner in the consumer field is documented by official 
statistics, there are no data available to show the 
extent to which this is also a factor in the instalment 


financing of business and industrial equipment. 
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CHAPTER VI 
FINANCIAL STRUCTURE AND ANALYSIS* 


119. The original equity capital of the 
Sales finance industry was provided by small groups of 
private investors. As the companies grew, original 
equity funds were augmented by retained earnings, and, 
in a few cases, by public offerings of preferred or 
common shares. In the period up to 1939, the sales 
finance companies relied largely on the chartered 
banks for additional funds. There were very few public 
offerings of debt securities and even the equity 
tended to be closely held. (As far as can be as- 
certained, Industrial Acceptance Corporation Limited 
was the only sales finance company to make public 
offerings of debt securities in the pre-war period. 
These were limited to $1 million principal amount of 
convertible debentures offered in 1930 and $2 million 
principal amount of convertible debentures offered in 
1937. I.A.C. also issued $1,500,000 in preferred 
shares in 1936; $500,000 was subscribed privately and 
the balance publicly. The Company's Class "A" (common) 
shares were not listed on a recognized stock exchange 
until after a secondary offering of these shares in : 


1936. Traders Finance Corporation Limited raised all 


of its capital requirements privately until 1941.) 


* Unless otherwise noted, all figures used in this 
chapter are based on data relating to sales financing 


operations submitted by the ten largest companies. 
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During this period, the volume of business was 
relatively small, with only a few companies in the 
industry, and the chartered banks supplied most of the 
outside funds required. 

120. During World War II the sales finance 
companies experienced a reduction in business volume 
and had little need for eeiciie funds. As a result, 
most of the companies were able to reduce their debt 
considerably. Public offerings were limited to refund- 
ing issues made attractive by the prevailing low level 
of interest rates. (Traders Finance Corporation 
Limited issued $700,000 principal amount of debentures 
in 1941 and $2,500,000 of preferred shares in 1945, 
the proceeds being used to retire outstanding preference 
shares. Industrial Acceptance carried out no public 
financing during the war years.) 

121. The post-war period was characterized 
by a rapid expansion of the industry, reflecting built 
up consumer demand for automobiles and other durable 
goods, general prosperity, and greater public ac- 
eceptance of the concept of instalment buying. To meet 
this demand for consumer credit, the sales finance 
companies diversified their source of funds. In ad- 
dition to relying on their own equity and the tradition- 
al sources of chartered bank credit, many companies 
today sell their short and long term debt seneraiaes 
to a variety of investors including corporations, in- 
surance companies, pension funds and other institution- 
al investors both in Canada and the United States; and 


individual investors. Each of these investors has 
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preferences as to the type and form of security required 
to secure their investment. In order to tap available 
sources of funds, the finance companies have created 

and have outstanding a wide variety of securities 


designed to meet different investment objectives. 


122. Balance Sheet Summary 


Table 6.1 shows the composite balance 
sheets of the ten largest sales finance companies at 
year-end in the period 1953-1961, and Table 6.2 gives 
a percentage distribution of these balance sheets. 

123. Total assets have increased from $839 
million at the end of 1953, to $1,582 million at the 
end of 1961. This large increase has been accompanied 
by the following major structural changes: 

(A) A gradual reduction in the relative im- 
portance of notes receivable, which 
constitute the major earning assets 
of the sales finance industry. While 
net receivables of $786 million at the 
end of 1953 aceounted for 93.8 percent 


of all assets, the corresponding figure 


of $1,261 million eight years later ac- 

counted for 79.7 percent of all assets. 
(B) A sharp rise of investments and advances 

to subsidiary and associated companies, 


These amounted to $18 million at the end 


of 1953 and $202 million at the end of 
1961. The sharp rise represents 
principally investments in personal loan 


subsidiaries. Investments and advances 
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accounted for 2.2 percent at the end of 
1953, as against 12.8 percent of all 
assets eight years later, showing a 
particularly steep rise in the last three 
years of this period. 

(C) An accumulation of marketable securities 
which began to assume Significance in 
1958. Marketable securities held by 
Sales finance companies amounted to only 
about $100,000 at the end of 1957. 
Holdings increased to $16 million a 
year later, $85 million at the end of 
1959, $95 million at the end of 1960, ana 
were then reduced to $71 million at the 
end of 1961. While one company 
(Industrial Acceptance Corporation) ap- 
pears to account for a major share of 
these marketable security holdings, 

(see submission of I.A.C. to this Royal 
Commission, Tables V-1 and V=2} seven of 
the other nine largest companies report 
liquid assets of this type in recent 
years. 


(D) The rising importance of marketable 


security holdings in the asset structure 
of sales finance companies is explained 
by the gradual decrease in the reliance 
on chartered bank credit lines, asa 
source of stand-by funds to finance a 


sudden upswing in receivables, or to pay 
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off maturing notes which are not re- 
funded. The decreasing importance of 
bank loans in the overall debt structure 
of the companies, can be summarized as 


follows:- 


Bank Loans as a Percentage of: 
Bank Loans 


End. End of Year , Total Liabilities and 
ers Million me Shareholders’ Equity Total Debt 


1953 $ 191 22 .8x 29 .5% 
1954 104 13.6 18.7 
1955 172 18.9 25.0 
1956 243 19.8 26.2 
1957 156 2 wit 15.8 
1958 182 14.7 20.1 
1959 194 13538 TP36 
1960 163 10.0 13.2 
1961 109 6.9 9.4 


Source: Tables 6.1 and 6.2 


124. Summary -of Capital Structure 

Sales finance companies in Canada 
utilize both borrowed and equity funds to finance their 
operations. The proportion of their total funds 
represented by borrowings tends to be higher than for 
companies in many other industries; this is a funda- 
mental characteristic of this industry, since the 
earning power of a sales finance company based on 
equity funds alone would be inadequate to attract in- 
vestors. The companies have only minor investments 


in fixed assets and their earning assets consist 
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largely of receivables, in the form of relatively 

liquid obligations arising from the extension of instal- 
ment credit. These represent an assured flow of cash 

as time rolls on. 

125. <A sizeable part of the debt of the 
larger companies is in the form of demand loans with 
the Chartered Banks and borrowings in the short term 
money market. By keeping some of their debt in these 
forms, companies obtain the advantage of lower rates 
of interest normally available on short term borrow- 
ings and are able to reduce their debt quickly if the 
requirement for funds diminishes due to a decline in 
business. This flexibility is important since it en- 
ables the companies to balance the supply of funds 
against the current volume of business and thereby to 
reduce borrowing costs. 

126. However, the sales finance companies 
do not rely entirely on short term forms of capital. 
As borrowed funds are used to finance the purchase of 
instalment notes receivable maturing in two or three 
years or even longer, exclusive reliance on short term 
capital would make a company's financial position 
vulnerable during periods when short term funds are in 
short supply. Consequently, sources of longer term 
capital are also required. 

127. An annual summary of the combined 
capital structure of the ten largest sales finance 
companies for the period 1953-1961 appears in Table 6.3. 
Although there are variations among companies, total 


debt provides about 5/6 of all the capital used by 


« 7 7 
oe aa so 
Fase £ §, nents lS 
D <4 


_ 
|  TfCA 


vinain® stro 
yloviislot to aiot sdt mb ,asidsvisoss to yflozasl 


| regent to molensdxs sdt motlt gntatis amotédsgiido btupit 


ES 
faso to woll betveas ns tnseeiget saefT .tibero trom |& 

| 

Es 


emo affor omtt es 


edt to tdeb edt to ¢isq sldseste A Jacl FA 

dvtw ansol basmeb to mtot sit at at eetnsqmoo tezisl ; 
i 

mist trode odd at agntworrod bas avasd@ bersdasdD odd f 


secds mi tdeb tkedt? to smog saigqesx ya .textism yortom & 
asist towol to sgsinsvbs edt mtstdo asirisqmoo camior ie 
-wortod miss Jdtona mo s{dsiisvs yilemion saerstat “to 
edt If ylNolup jdeb rtedt souber o¢ s{ds e1s bas eant itt 
mk omifLoob s ot evb asdatnimth ebnut tot tnemetispes i<t 
-mo Ji conte tastiroqmt at ytiitdtxslt Bid? .eaeenteud ét 


about to yfqque edt seomsisd ot astmsqnutioo sit eelds iM [ 


ot yderedt bee eeontaud to emulov taoruro edt tantsas at 
-e3a09 gatworrod ssybs x fal 
eelmsgmoo somentt aeefse edd .1evewoH . def 3 ve 
.lsttaso to amrot set ttode mo yfserkine ylor tom ob ist 
to sesdoig sit somsmtt ot beay evs abnut boworrod aA er 
seid to ows nt antuutsm s{dsvisoet eston tnomistent | oe 
mies trode mo sonsife: eviaufoxe .tegmol meve to arssy | te 
noltiteoq Istonsntt e'yasqmoo s sem bivow Isttaso os 
mi sts abswet mist trode monw abotteq — efdsreniuv 68 
mroet reanol bes eso toes phceamency ais -viqque trode ips 
| . bettupet oals ots [sttqso | es 
bentdmos sit to a apmecngiodl fsunns mA yer as 
seinen esise ee net edd to srstoyite {sttqso 
| £3 slds® srt arseqgs LOOL-£2CL botieq et tot geltasamoo 


fstot ,asinsaqmoo arom saebdaateee ets stedd dyvonslA 


‘S ; sts | ans = 
vd beew Lsttqso sat {fs to O\@ suods esbivorq sdsb | 06 


> >» & ms rt) - i .lUlc(“<iéCr 


Nethercut & Young Alle 
Trento, Ontario 


these companies, as against 1/6 from shareholders' 
equity. Short term debt, mainly as a result of a 
diminishing reliance on bank borrowings has decreased 
in relative importance, with an accompanying greater 
relative importance on long term ere debentures. 
128. Net Flow of Funds 

Table 6.4 gives a summary of the 
annual net flow of funds in the period 1954-1961, 
based on the composite balance sheets of Tables 6.1 
and 6.2. The distribution of the total net sources 
and disposition of funds for this period is also shown. 


The results emphasize the major structural changes 


listed earlier. 
SOURCES OF FUNDS 


Short Term Debt 


129. (A) Chartered Banks 


As noted above, the Chartered Banks 
have been a long standing source of funds for sales 
finance companies. While the banks are no longer as 
important proportionately as they were prior to and 
during the war, and in the early postwar years, they 
still represent an important source of funds, ac- 
counting for 17.6, 13.2 and 9.4 percent of the total 
debt outstanding at the end of the last three years. 
It is probable that the major sales ete soenhnies 
are among the largest customers of the banks with whom 
they deal, and they provide large sources of income to 
the banks, particularly in activity charges. Bank 


loans have the advantage of offering flexibility to a 
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1 company's financial structure since they can quickly and 
2| easily be repaid at any time when the funds are not 

3 required. This flexibility is important. Since 

4 customers are constantly making payments against their 

5 instalment notes, a company's need for borrowed money 

6] will diminish rapidly if the amount of new business 


7 Should decline for cyclical or seasonal reasons. 


8 150. Bank borrowings normally take the form 


9 of demand loans, and are secured by collateral, usually 
10 in the form of notes receivable having a face value 

11 some 12 1/2 percent to 25 percent in excess of the 

12} principal amount of the bank loans seepee ay. The 

13 amount of margin required depends on the eredit stand- 
14 ing of the particular company. 

15 131. The rate of interest paid on demand 


16 loans is based on the prime bank borrowing rate, and 


17 with one major exception (between June and November 


18 1961) for which no satisfactory explanation was given, 
19 the largest sales finance companies have obtained their 
20| funds at this prime rate. The prime rate itself is 

21\| relatively stable and is changed only to reflect marked 


22 variations in the supply of and demand for bank credit. 


23 Consequently, the prime bank rate is not as sensitive 


24|| to changes in the supply of and demand for short term 


25 money as might be expected. 


26 132. The development of a money market in 


27 Canada has opened up a second source of short term 


28| funds at interest rates usually considerably below the 


29|| prime bank rate. While this market has been utilized 


30| by the sales finance companies to a considerable 
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degree, it has not supplanted bank borrowings. Many 
companies have adopted the policy of keeping sub- 
stantial bank loans even though short term funds were 
obtainable in the money market at lower cost, in order 
to maintain their lines of credit with the cnanpenda 
Banks against periods of tightness in the money market. 
Also because of the size of their bank borrowings, 

some of the larger companies have spread their business 
among all of the banks, and this distributes the loan 
risk of a single large borrower. 

133. Table 6.5 shows the authorized, uti- 
lized and unused bank credit lines reported by the ten 
largest sales finance companies on a quarterly basis 
for the years 1953 to 1961. As a rule, the sales 
finance companies have kept substantial unused bank 
credit lines open in this period, with a high degree 
of utilization occurring only in the second and third 
quarter of 1953, between the fourth quarter of 1956 
and the first three quarters of 1957, in the second 
half of 1959 and during most of 1960. 

134. The experience of the sales finance 
industry in its dealings with the chartered banks in 
1959 deserves special mention in this connection. 
While the reduction in bank credit lines both in 1956- 
1957 and in 1959 may have been in line -with general 
monetary policy pursued by the Bank of Canada (which 


will be discussed in the next chapter), the 1959 


policies took place against the background of a com- 
petitive pattern which had drastically changed. Thus, 


bank credit lines available to the sales finance 
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companies were reduced by $106 million between the 
first and second quarter of 1959, and by an additional 
$79 million between the second quarter and the third 
quarter of that year. Im.this period the outstanding 
bank loans of the ten largest sain Piao ae companies 
were reduced by 2 net amount ss $11 million -(result- 
ing from a $41 million decrease in the second quarter, 
followed by a $30 million rise in the third quarter). 
In the same interval, however, the outstanding "other 
personal loans" (including home improvement loans) of 
the chartered banks increased by a causa $133 
million ($89 million in the sais quarter and $44 
million in the third quarter), thus contributing heavily 
to the totals for a year which marked one of the most 
rapid expansions of the chartered banks into the 
consumer credit field. The policy aspects involved in 
these developments will be discussed in Chapter VII. 

135. Table 6.6 summarixes the interest 
rates charged by the chartered Banks to the sales 
finance companies in the sontae 1953-1961. While some 
departures from uniformity appear in the early years 
of this period, complete uniformity has existed at the 
end of every quarter since the 4th quarter of 1955, 
with the exception of three quarters (III/1957, Iv/ 
1957 and 1/1959) when the interest rate reported by 
one of the ten companies was temporarily different 


from that of the nine others. 


136. (B) Short Term Notes 


In the last decade, the development 


of the short term money market in Canada has led to 
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an improved utilization of temporary idle funds avail- 
able from corporations, institutions and individ als. 
As large short term borrowers, the finance companies 
have played an important part in the nhedeslial of 
this market. Their short term notes, offering the 
security, terms and interest rates necessary to at- 
tract lenders in this market are widely sold through 
investment dealers, or placed directly with large 
buyers. Maturities available range from 30 to 365 
days, though in some instances companies report paper 
with maturities up to two years. Table 6.7 summarizes 
the growing use of short term notes by sales finance 
companies as a means for obtaining short term funds. 
The total volume of notes placed has increased from an 
average of $479 million in the years 1953-1955 to an 
average of $1,591 million in the years 1959-1961. 
Market placements (handled mainly through investment 
dealers) account for most of the short term notes sold 
(92 percent in 1959, 73 percent in 1960, and 78 percent 
in 1961), but the volume of direct placements increased 
sharply in 1960 and 1961, with several of the companies 
relying increasingly, or even exclusively upon direct 
placements. Outstanding short term notes at year-end 
have risen from $198 million at the end of 1953 to 

$323 million at the end of 1961. The highly cyclical 
pattern of both total volumes and outstanding notes is 
readily visible in Table 6.7 in the data for 1954, 

1958 and 1961, but a more detailed analysis of these 
figures, on a quarterly basis, follows in Chapter VII. 


137. Sales finance company short term notes 
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are normally secured by instalment-~notes receivable 
having a face value in excess of the principal amount 
of the notes outstanding in the same manner as demand 
bank loans. To facilitate secured borrowings from the 
banks and from non-bank short and long term borrowers, 
the practice has developed for the finance companies 
to issue their short and long term secured notes under 
the provisions of the same basic trust deed. Asa 
result, notes issued to evidence secured borrowings 

in all categories of term rank equally with one and 
another and are subject to the same general conditions 
of creation and issuance. 

138. Short term notes are issued with 
maturities to suit the purchaser, though most companies 
will not issue notes for less than 30 or more than 
365 days. From time to time, individual sales finance 
companies may find that they have sufficient funds on 
hand in a particular short term maturity to meet their 
immediate requirements. Under such conditions, they 
may limit new subscriptions for such maturities, though 
they will generally renew outstanding notes for a 
further period, and stay in the market for their regular 
suppliers of short term funds. 

139. As a general rule, the rates of interest 
paid vary with the terms of the notes, the longest 
term carrying the highest rate. A detailed record of) 
interest rates paid on short term notes on a quarterly 
basis is shown in Tables 6.8-A to 6.8-F, showing the 
sensitivity of short term rates paid by the sales 


finance companies to changes in the supply of, and 
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1 demand for funds in the short term money market. An 
2 analysis of the columns in these tables also suggests 
3 that there is some spread in the rates offered by the 
4 companies. Analysis of rates supplied by individual 
5 companies suggests that the high and the low end of 

6 the interest rate range is not necessarily a function 
9 of the size of the individual company. Temporary 


8 withdrawal by some companies from a segment of the 


9 short term market is illustrated by some of the bottom 
10 lines in the tables. Thus in the 30-day paper (Table 
11 6.8-A) category, all ten companies were in the market 
12 at the end of the first and third quarter of 1961, 

13 while only nine companies reported 30-day paper rates 
14 at the end of the second and fourth quarter of that 

15| year. (See also Table 6.8-B; IV/1960 and 1/1961, 

16, Table 6.8-C; II/1961, Table 6.8-D; 1/1954, 1/1955, 


17|| II/1955, II/1961 and IV/1961, etc.) The increasing 


18 participation by the companies in various short term 
19 note maturities is also readily seen from these bottom 
20 lines. No more than one-half of the companies were in 
21| the short term note market in early 1953, (two of the 
22 companies had not started operations in Canada at that 


23|| time.) while all companies were active in each of the 


24 short term maturities at one time or another during 
25 1961. | 
26 140. Borrowings in the short term market 


27 provides some of the flexibility offered by bank 


28 credit. While the notes are not usually callable 
29 before maturity, most companies stagger their maturities 


30 so that notes are falling due every few days. Thus, 
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1 if funds are not required, the companies pay off the 

2 maturing notes and do not issue new ones. In issuing 
3 short term notes, the sales finance companies depend 

4 on their ability to raise funds elsewhere in the event 
5 that short term funds are not available when the notes 
6 mature, since, generally speaking, the term of these 


7 notes is considerably shorter than the term of the - 


8 instalment sales paper purchased with the funds. This 


9 risk is cushioned by the substantial cash flow from 

10 the repayment by customers of notes receivable which 

11 would go a long way to meeting the funds required by 

12 maturing notes if other sources of funds were not 

13 available. It is further reduced as the number and 

14 variety of lenders in the short term money market in- 
15 creases. The development of the money market in Canada 
16 has taken some time, but under normal circumstances 

17 there is now reasonable assurance that short term funds 
18 will be obtainable in this market when required. 

19 Recognizing that some risk in this regard does exist, 
20 however, the sales finance companies have continued 

21 to utilize bank credit and to obtain long Lou itakee 

22 from other sources even- though the interest costs are > 
23 higher than on short term borrowings. 

24 141. In addition to this, the investments 
25 of the sales finance companies in wiituane paper are 
26 on a demand basis and are ee a. demand inl 

27 ceivable im the construction of their financial state- 


28 ments. Some companies also provide an additional 


29 margin of safety in the form of highly liquid invest- 


30 ments which can be sold in short notice in order to 
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meet unexpected fluctuations in the_ short term money 


market. 


Long Term Debt 
142, (A) Notes 


Long term notes are normally secured 
by instalment notes receivable in the same manner as 
the short term notes and demand bank loans, with which 
they rank equally. They are customarily issued under 
the provisions of the same basic trust deed as other 
secured debt. 

143. The trust deeds of various companies 
provide restrictions on the amount of additional 
secured debt which may be issued. While these re- 
Sstrictions differ between companies, the effect of 
each is to prevent the issuance of additional secured 
debt unless there is adequate asset coverage to support 
it. One company's trust deed provides that additional 
secured debt may not be issued, if, after its issue, 
the total secured debt would exceed four times. the 
total of unsecured debt and shareholders! equity. 

This provision is probably typical of the industry as 
a whole. 

144, The supplemental trust deeds securing 
some issues of long term notes also provide that the 
notes cannot be called for redemption within a stated 
period of time as part of a refunding operation. This 
type of auevitinee has usually been attached to notes 
issued during periods when interest rates were above 
normal and was designed to protect buyers for a period 


of time from being obliged to take a reduction in 
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1 investment income through the future refunding of their 
2 notes at lower rates of interest when such action be- 

3 came possible. Generally, if notes are called for 

4 reasons other than refunding, this can only be done on 

5 a penalty basis -- such restrictions, together with the 
6 rates of interest and other provisions to be attached 


7 to the secured notes, are normally established by each 


8 finance company in conjunction with an investment 
9 dealer and are determined by the apparent requirements 
10 of the market at the time the notes are offered. 
11 145. Commissions (or discounts) allowed to 
12 investment dealers in Canada for marketing long term 
13 notes by some of the companies are typically 1 percent 
14 of the authorized and issued amount; while ecupendes 
15| that have sold long term notes in the United States 
| 16 reported somewhat lower rates, usually in the range 
17|| of 3 to 3/4 of one percent. 
18 146. The rates of interest paid-on long 
19 term secured notes reported by the largest. ten 
20 companies are summarized in Table 6.2 They are 
21 generally comparable with rates paid on senior obli- 
22 gations of other corporations having a high credit 
23 standing. Long term notes have usually found a ready 
market with insurance companies and other institution- 
al investors both in Canada and the United States. 
26 On a few occasions, long term notes pave been offered 


to the investing public, but in general, public offer- 


27 
28 ings of long term securities have been limited to un- 
29 secured obligations (debentures) and various classes 


30 of equity. 
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147. Long term notes outstanding on the 
books of the ten largest sales finance cqusegi vs have 
increased from $140 million at the end of 1953 to $376 
million at the end of 1961. Details are shown on 


Tables 6.1 and 6.2. 
148. (B) Debentures and Other Unsecured 

Debt 

Debentures or other forms of long 
term unsecured debt offer an important and desirable 
alternative to preferred share financing. The creation 
of unsecured debt, like equity, results in an improved 
margin of safety for bank loans and other secured in- 
debtedness. It also provides an expanded base for 
future financing by such means. Interest on debentures 
is a deductible expense from the taxable income of the 
issuer, so that the net-cost of servicing such debt is 
considerably less than the cost of preferred shares. 
For this reason most finance companies have made con- 
Siderable use of debenture financing to help finance 
their post-war expansion. 

149, The extent to which debenture financing 
may be utilized by a particular company is usually 
restricted by the trust indenture under which the de- 
bentures are issued. While these provisions differ 
between companies, it is usually provided that ad- 
ditional debentures may not be Ceausdanlens past edt - 
ings provide a specified coverage for interest require- 
ments and unless the total shareholders! equity bears 
a specified minimum relationship to the amount of de- 


benture debt to be outstanding. For independent, 
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publicly-owned sales finance companies, as a general 
yardstick, one dollar of shareholders! equity will 
Support one dollar of debenture debt. 

150. Though offering a lesser degree of 
security than secured senior obligations, the de- 
bentures have usually found a ready market among both 
institutional and individual investors. Stock purchase 
warrants or conversion privileges have been often at- 
tached to debentures. This has been done for several 
reasons. One is to keep borrowing costs to a minimum 
during periods of high interest rates. <A more 
moderate rate of interest is acceptable to investors 
if, at the same time, they are given an opportunity 
to participate in a company's equity. Another reason 
is to give a company a chance to raise equity funds 
on a more favourable basis than would be possible by 
making a direct issue of treasury shares in the 
market. 

151. Debentures outstanding on the books 
of the ten largest sales finance companies have in- 
creased from $104 million at the end of 1953 to $265 
million eight years later. Details are shown in Tables 
6.1 and 6.2. A detailed record of interest rates paid 


on debenture issues in the period 1953-1961 is shown in 


Table 6.10. 


Shareholders! Equity 
152. (A) Common Shares 


A moderate amount of common share 
financing has been carried out in the post-war period 


by the sales finance companies. Generally this has 
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taken the form of indirect offerings of common shares 
through stock purchase warrants or conversion privi- 
leges attached to debentures or other senior securi- 
ties. Some shares have also been issued in exchange 
for control of other uceguaiacas There have been very 
few direct offerings of aces form cash ; peianis 
through rights to existing shareholders or by under~ 
writings of blocks of treasury shares. 

153. There are several reasons for keeping 
common share financing to a rae folio Common shares 
are the least flexible form of capital which a company 
can issue. They become part of a company's permanent 
capital and cannot subsequently be redeemed except by 
the legal process of eerie for alteration to the 
company's charter to permit a reduction in capital. 
Thus, companies are hesitant to finance, on a permanent 
basis, increases in business which may prove to be 
temporary. Furthermore, the issuance of additional 
common shares tends to dilute the existing shareholders' 
interests in future earnings. 

154. The outstanding common stock on the 
books of the ten largest sales finance companies has 
increased from $37 million at the end of 1953-to $84 
million at the end of 1961. In the same period the 
~ earned surplus of the enmmnettete nas S199f from $28 
million to $87 million, while the capital surplus has 
increased from $354,000 to $2.4 million (see Table 
6.1). 

155. Sales finance companies have been 


able to finance most of their expansion in the post-war 
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period from sources other-than common share financing. 
This has been made possible by the equity built up prior 
to 1946 which could be used as a base for substantial 


borrowings in the post-war period, by peeresce markets 


\ 
for and greater investor acceptance of the debt 
securities of the various companies, by retained earn- 
ings which tended to increase equity rapidly, and by 
the use of preferred share and debenture issues as 
alternatives to common share financing. 

156. (B) Preferred Shares 

Preferred shares,which carry a fixed 

dividend, enable a company to increase its equity with- 
out the same dilution to the existing common share- 
holders! interests in future earnings as results from 
common share financing. Furthermore, preferred shares 
are normally callable, so that the capitalization of 
the companies can be more readily reduced if the funds 
are not subsequently required. These reasons males: 
preferred stock financing attractive to the sales 
finance companies. 

157. A ready market exists among taxable 
Canadian investors for such shares, since individual: 
taxpayers are able to deduct the 20% dividend credit 
from the income tax otherwise payable on dividends 
received and corporations receive such dividends free 
of tax. Normally insurance companied: pension funds 
and other institutional investors which are tax-free 
or in low tax brackets are not buyers of preferred 


shares, since they can obtain as favourable or better 


after-tax yields with greater security in other 
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investments. 

158. Since preferred dividends cannot be 
deducted as an expense item from the taxable income of 
the issuer, the effective cost of such financing is 
high. For a company in the 50 percent income tax 
bracket, the payment of a 5 percent dividend on 
preferred shares costs twice as much in Spey earn- 
ings as the payment of a 5 percent rate of eeetese 
on funded obligations. For this reason, companies 
have tended to keep preferred share financing to a 
minimum. The policies of the various sales finance 
companies differ, but in most, less than 10 percent of 
the total long term capital requirements have been | 
provided through preferred share financing. - Preferred 
stock outstanding on the books of the ten largest 
sales finance companies has increased from $18 million 


at the end of 1953 to $40 million at the end of 1961. 


Other Aspects of Sources of Funds 


159. (1) Sources of Capital available to 

Small Privately-Owned Companies 

Though small privately-owned sales 
finance companies account for a relatively small part 
of the total sales financing business in Canada, there 
are a considerable number of them. As private companies, 
they are prohibited by law from inviting the public. 
to subscribe for their shares or debt obligations. 
Without access to public capital markets, they rely 
for their financing on the amounts which they can 
raise privately or through bank borrowings. 
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information available concerning the basis on which 


these companies are financed. However, it is unlikely 


that they are able to borrow as high a proportion of 
their required funds in relation to equity and assets 
as can the larger companies. It is also probable that 
they must pay higher rates of interest. In periods 
of tight money, when bank credit is restricted, “it is 
likely that many of these companies have found it dif- 
ficult to expand and some may even have found it 
necessary to retrench or seek consolidation with larger 
companies. 
161, (2) Additional Sources of Capital 

available to Subsidiaries of U.S. 

and U.K. Companies 

A substantial volume of financing 
business is carried on in Canada by subsidiaries of 
U.S. and U.K. companies, and in the past, foreign- 
owned companies have generally financed their operations 
through the issue and sale of short and long term 
obligations in Canada. However, these companies can 
use advances from their parent companies, and they 
have done this occasionally during periods when interest 
rates in Canada were unusually high or when short term 
funds were not readily available at a reasonable cost 
in the money market. | 

162. Unlike the domestically-owned 

companies, which issue both secured and unsecured ob- 
ligations, the foreign-owned companies generally issue 
unsecured obligations only. To offset the lack of 


specific security, their obligations usually carry the 
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guarantee of the parent company, this guarantee being 
sufficient to enable them to compete on reasonably 
equal market terms with the secured debt of the domestic 
companies. 

163. As Table 6.1 shows, advances from 
parent companies in the period 1953-1961 were reported 
in six out of the nine years with totals ranging from 
$5 million at the end of 1954 to $11 million at the 
end of 1961. In view of the overall use of funds by 
these companies, parent company advances have played 
@ very minor role. 

164, (3) Funds Obtained Abroad 

The importance of funds obtained 
abroad in the capital structure of the companies is 
shown in Table 6.11. Details are provided Pian! 
outstanding bank loans, (b) outstanding short term 
notes, (c) long term notes and debentures outstanding, 
(d) common stock, (e) prefered stock, and (f) ad- 
vances from parent companies. 

165. An increasing use of foreign funds 
(mainly from the United States) is visible particularly 
in the short term notes, long term notes and 
debentures. At the end of 1961, loans from U.S. banks 
accounted for about 13 percent of all bank debt out- 
standing, while 21 percent of all short term notes 
outstanding, and 23 percent of long term notes and 
debentures had been sold in that country. About 10 
percent of the common stock, and / percent of the 
preferred stock outstanding had originally been sold 


in the United States, and all advances from parent 
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companies originated in that country. Small amounts 
of short term notes, and common stock financing ori- 
ginated in other countries. 

166. In some cases the principal and 
interest on this financing is payable in Canadian 
funds, the buyer taking the fen of fluctuations in 
foreign exchange rates. If repayment is made in 
United States funds, the exchange risk is borne by the 
issuer. Generally speaking, finance dbasvaces issue 
debt payable in United States funds only when there is 
a substantial gpread in interest rates between the two 
countries and where the saving in interest seems suf - 
ficient to justify the risks of exchange flucthations. 

167. Relationships with Investment Dealers 

Finance companies which raise a 
large portion of their capital requirements in the 
securities market have close working relationship with 
investment dealers. Each company has a particular in- 
vestment dealer who acts as fiscal agent and counsels 
the finance company as to the type of security re- 
quired to raise necessary funds under existing market 
conditions and the prevailing structure of the company's 
capital. In the process the dealer also advises on 
such matters as coupon or dividend rate, offering price 
and the specific attributes and characteristics to be 
earried by the security to be marketed. 

168. In the case of public issues, the 
dealer usually acts as principal and underwrites the 
entire issue at a price negotiated with the finance 


company. To share his underwriting liability and to 
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obtain marketing assistance, the dealer may invite a 
Small group of investment dealers into a banking group 
and offer them a percentage participation in the issue 
at a step-up in price over his cost. If the issue is 
a large one and wide distribution is required, the 
banking group, in turn, may form a selling group 
comprised of additional investment dealers and invite 
them to participate in marketing the issue by sub- 
scribing for a block of the issue for resale to their 
clientele at the established offering price. To re- 
imburse selling group members for services rendered in 
marketing a portion of the issue, the banking group 
pays a selling group commission out of its underwriting 
spread, i.e. the difference between the cost of the 
“issue to the banking group and the retail offering 
price. 

169. In the case of private placements, 
the investment dealer usually acts as agent for the 
issuer and therefore does not take on any underwriting 
liability. The same advisory and negotiating processes 
are carried out between the two parties to establish 
marketing terms. For these services and for finding 
buyers, the investment dealer is paid a commission. 
Because no risk is assumed by the dealer, the come= 
mission paid for private placements is usually less 
than the amount of an underwriting fee. In both public 
issues and private placements it is customary for the 
issuer to pay legal, auditing and other expenses © 
i in preparing @n issue for the market. | 


170. In placing short term securities, 
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marketing arrangements are somewhat different. Since 
the marketing of short term securities is a continu-~ 
ous operation, the details of sale and issue are 
handled directly by the sales finance company. The 
interest rates offered by the finance companies on 
their short term securities are published and circu- 
lated among the investment dealers, usually by the 
company's fiscal agent, and any dealer is welcome to 
place subscriptions directly with the company. Under 
this arrangement, dealers act for the company and re= 
ceive a commission for their services based on a per- 
centage of the amount of short term securities placed 
in each transaction. The commission rates paid to 
dealers for the placement of short term securities 
are also circulated among the dealers so that all 
dealers, including the company's fiscal agent, are 
accorded equal treatment. Confirmation of pnsaaaerions 
in short term securities and delivery arrangements 
are handied directly by the sales etekere companies. 
They also pay all costs of creation and issuance. The 
commission rate presently paid on short term notes 
placed through investment dealers is reported by some 
of the companies at 23 cents per $100.00 per month. 
This represents a one cent decline from the rate 
generally prevailing before 1961. 

171. This technique of marketing short 
term issues was initially developed by the finance 
companies in conjunction with their fiscal agents in 
the mid-1950's when the short term money market in 


Canada was organized and became established as a source 
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of funds for the sales finance companies. It has 
proved to be a flexible and easily operated means of 
obtaining funds in that market. 
i72. Earnings and Expenses 
Table 6.12 summarizes the income and 
expense statements of the ten largest sales finance 
companies for the years 1953-1961. Developments in 
this period can be summarized as follows:- 
(A) Total gross earnings have increased from 

an average of $79.3 million in the years 

1953-1955 to an average of $147.9 million 

in the years 1959-1961. These gross earn- 

ings include the following. components:- 

(1) Retail finance charges earned. Total 
retail finance charges earned have ine 
creased from an average of $68.2 
million in the years 1953-1955 to an 
average of $117.7 million in the years 
1959-1961. They accounted for more 
than 85 percent of total gross earnings 
in the early part of this period, and 
80 percent in more recent years. 

(2) Wholesale finance charges. The figures 
reported are after allowance for whole- 
sale insurance expenses which usually 
range between 3 and 4 percent of total 
wholesale finance charges earned. 

Between 1953 and 1955 wholesale gross 
earnings averaged $8.5 million, while 


the corresponding figure for 1959-1961 
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was $15.2 million. They account typical- 
ly for about 10, to 12 percent of all 
gross earnings, but in 1961 the ratio 
was 9 percent. 

(3) Income from capital loans to dealers 
has increased from less than $200,000 
in the early part of this period to 
slightly more than $1 million in 1961. 
The nature of these loans has already 
been explained in Chapter III, and as 
an overall source of earnings, they 
play only a minor role in the income 
received by sales finance companies. 

(4) Dividends and interest on investments 
have become significant in recent years 
as the result of the accumulation of 
highly liquid fnvéethente for liquidity 
purposes. In 1961 they amounted to 3.7 
million (2.4 percent of gross earnings), 
but since these investments require a 
correspondingly higher level of borrow= 
ing, there is an offsetting element to 
this income in additional interest costs 
to the companies. 

(5) Dividends and interest from associated 
companies are a minor item. They 
amounted to $90,000, or 0.1 percent 
of total earnings in 1961. 

(6) Dividends and interest received from 


small loan subsidiaries have risen 
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sharply from an average of $662,000 in 
the years 1953-1955, to $5,963,000 in 
the years 1959-1961. 

(7) Insurance subsidiary interest and divi- 
dend payments are a minor and fluctu- 
ating item, typically accounting for 
about 1/4 of one percent of total gross 
earnings. 

(8) Income from other subsidiaries than small 
loan and insurance companies has 
gradually risen in importance and 
amounted to 1.8 million, or 1.1 percent 
of total gross earnings in 1961. 

(9) Miscellaneous income (past due charges, 
extension charges, etc.) has increased 
from an average of $1.1 million in the 
years 1953-1955, to an average of $3.0 
million in the years 1959-1961, account- 
ing for 1.4 percent of total-gross earn- 
ings in the earlier part of this period 
as against 2.0 percent more recently. 

(B) The expenses of the sales finance companies 
are made up of the following major 
components: = 

(1) Money costs, including interest on loans 
and funded ace, ai well - the cost of 
acquisition of borrowed money. This is 
the largest single cost item which has 
accounted for the following ratio of 


total gross earnings in the period 
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under review: 


1953 - 32.4% 1956 - 33.7% 1959 - 38.58 
1954 - 31.8 1957 - 40.0 1960 = 41.1 
1955 - 27.6 1958 - 33.9 1961 - 38.2 


Average 1953-1961 : 36. 


(2) Provisions for losses have typically 
ranged between 3 and 5 percent of total 
gross earnings, exceeding these limits 
only in one year - 1955, when the ratio 
amounted to 6.3 percent. 

(3) Salaries and wages account for an 
average of 16.5 percent of total gross 
earnings. Total employment reported by 
all participating members in the FCSFC 
survey amounted to 6,418 persons at the 
end of 1961. 

(4) Rent, depreciation and other admini- 
strative expenses have accounted for 
12.6 percent of gross earnings in the 
period 1953-1961. The range for these 
expenses has been from a low of 11.1 
percent in 1953 to a high of 14.0 per- 
cent in 1954, and in 1961 it amounted 
to 12.6 percent. 

(5) The total of the above expenses has 
averaged 69.6 percent of gross earnings, 
leaving earnings before income taxes at 
an average of 30.4 percent of gross earn- 


ings for the period 1953-1961. This 
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ratio has gradually declined and amounted 

to 27.0, 26.9 and 28.6 percent in the last 

three years. 

(6) Net earnings after income taxes have 
averaged 15.7 percent for the period 
1953-1961. The ratio is higher for the 
earlier years in this period, and in the 
last three years it amounted to 14.0, 

13.7 and 14.3 percent. Total net earn- 

ings of the ten companies averaged 

$13.5 million in 1953-1955, as against 

$20.7 million in 1959-1961. Total net 

earnings show an upward trend during 

this period, interrupted mildly in 1954 

(because of large increases in admini- 

strative expenses), and a sharp decline 

in 1959 because of a sharp increase in 

interest costs. 

173. Table 6.13 summarizes the overall 
profitability of the sales finance companies for the 
period 1953-1961. Net earnings as a percentage of 
total shareholders' equity have averaged 12.2 percent 
during this nine-year period, but in the last three 
years the ratios have been 10.6, 11.4 and 10.4 percent, 
showing a decline from earlier years. The rate of 
return on total assets has averaged 1.5 percent during 
this nine-year period. 

174. A surplus statement for the ten 
largest sales finance companies is shown in Table 6.14, 


Total earned surplus of the companies has increased 
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from $22.5 million at the beginning of 1953 to $87.1 
million at the end of 1961. Total dividend pay-out 
(preferred and common) has averaged 61.7 percent of 
net earnings in the period 1953-1961. 
a nah Other Financial Aspects 

Nine of the ten a eae sales finance 
companies report a total of 88 directors. None of 
these directors are sitting on the boards of any other 
sales finance company. Two of the companies reported 
three directors each on the boards of Canadian charter- 
ed banks; three of the companies reported a total of 
twelve directors sitting on the boards of Canadian 
trust companies; and four of the companies POE EeY a 


total of seven directors sitting on the boards of life 


insurance companies. 
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CHAPTER VII 


MONETARY POLICY AND THE OPERATIONS 
OF THE SALES FINANCE INDUSTRY 


Cyclical Behaviour of Sales Finance Credit, 1953-1961 

176. In order to obtain a more accurate 
picture of the cyclical behaviour of sales finance 
credit during the period 1953-1961, the FCSFC has pro- 
cessed the data supplied by the ten largest companies 
by electronic computer in order to eliminate seasonal 
fluctuations. (Specifically, the processing was done 
on a Univaec computer, using Census Method II, 
developed by Julius Shiskin, Chief Economic Statis- 
tician of the United States Bureau of the Census.) 
This facilitates an analysis of sales finance credit 
in relation to major cyclical developments during 
this period. 

177. Volume of New Business 

Table 7.1 and Chart 1 show the be- 

haviour of new automobile retail paper purchased by 
the ten companies in relation to (1) general turning 
points in the economy (called Reference Dates), and 
(2) the total value of new passenger vehicle sales in 
Canada (as reported by D.BsSa). At the three low 
points of the business cycle during the period under 
review (i.e. the second quarter of 1954, the second 
quarter of 1958 and the first quarter of 1961), new 
automobile retail paper purchased by the ten largest 
companies generally shows a lag, reaching its lower 


turning point respectively three, one and one-quarter 
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later than business in general. At the two business 
cycle peaks the relationship was less consistent, 
with paper purchased reaching an upper turning point 
in the second quarter of 1956 (two quarters_ahead of 
the general business peak in the first quarter of 
1957), and lagging by one-quarter behind the general 
business peak of the fines quarter of 1960. 

178... The conformity of the new automobile 
paper purchased series to turning points in overall 
business Pee oe slightly from theoretical ex- 
pectations. New paper purchased reflects one aspect 
of the flow of ee (the other being re= 
payments), and outstanding notes are the related in- 
ventory. It is believed (on the basis of U.S. data) 
that new consumer debt is generally coincident with 
overall business turning points, while the amount out- 
standing will show a lagging pattern, since it 
continues to rise after new debt turns down, as long 
as new paper purchased exceeds repayments. (Business 
Cycle Indicators, Volume I of "Contributions to the 
Analysis of Current Business Conditions", Geoffrey H. 
Moore, Editor, National Bureau of Economic auabarseiae 
1961, pages 320-321.) The data analyzed here cover 
too few cycles to permit broad generalizations, but 
from the evidence at hand, it must be concluded that 
the volume of new automobile instalment paper 
purchased, with the exception of the lead on the 
1/1957 general business peak, behaves like a slightly 


lagging series. 


179. Table 7.1 also summarizes the 
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relationship between turning points in the value of 
new mibenobsxedbhres and new automobile paper purchased 
by the ten companies. At the three lower turning 
points in new passenger vehicle sales, paper purchased 
was coincident (II/1954), lagged by three-quarters 
(III/1958 vs. IV/1957), and lagged by one-quarter 
(II/1961 vs. 1/1961). This suggests that at the 

lower turning point of the new passenger vehicle sales 
cycle, new automobile sales finance credit started 
rising either coincidentally or later than vehicle 
Sales. At the two upper turning points, paper 
purchased lagged in one case by one-quarter (III/1956 


vs. II/1956), and was coincident at the next peak 


(II/1960). Here the performance during 1956 is 
important. It suggests that the upper turning point 
reached in new passenger car sales in the second 
quarter of 1956, must have reflected a turning point 
in consumer demand, which was not related to any 
major impact from the sales finance credit side. If 
we accept the idea that sales finance credit faces a 
derived demand from the sale of the goods it finances, 
this behaviour is entirely consistent with a prigr{ 
expectations. 

180, The relationship of used automobile 
paper purchased by the ten companies to turning points 
in general business is brought out in Table Te and 
Chart 2. The series lags at the lower turning points 
(by two, two and three quarters respectively at the 
troughs of II/1954, II/1958 and 1/1961), while it 


leads at the upper turning points of 1/1957 and 1/1960 
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by one quarter in each instance. Other consumer goods 
paper purchased (also shown in Table 7.2 ana‘ Chart 3 
was coincident at the 1954 trough, and lagged by 
three quarters at the following two neeky turning 
points. This series also leads the business peaks of 
1/1957 by three quarters and that of 1/1960 by one 
quarter. This peak=-leading and trough-lagging bé- 
haviour is found in other economic series (such as 
unemployment), but because we have data covering only 
two full cycles, any generalizations based on this 
pattern seem unwarranted. 

181. Table 7.3 summarizes the amplitudes 
of sales finance credit paper purchased during this 
period. The annual data are shown mainly to indicate 
that annual suepubetions obscure not only turning points, 
but also a part of the amplitudes of the movements 
involved. By far the sharpest expansion-in the mid- 
1954 to mid-1956 sales finance credit increase occurs 
in new automobile paper purchased. The value of new 
paper purchased more than doubled from a low of an 
annual rate of $247.8 million per year in IV/1954 to 
$498.4 million per year at the peak rate in III/1956. 
The expansion in used automobile instalment paper 
purchases (which started at approximately the same 
absolute level of about $250 million) was more 
moderate, amounting to only 27.9 percent, with the 
peak annual rate of purchases in the fourth quarter of 
1956 running at $330.4 million. Other consumer goods 
paper purchases expanded from an annual rate of 


$85.6 million in the second quarter of 1954 to $140.0 
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million in the second quarter of 1956; the 64 percent 
increase falls about midway between the amplitudes for 
new and used automobiles. 

182. After its III/1956 peak, the volume 
of new automobile paper purchased declined by 30.7 
percent to an annual rate of $345.2 million in the 
third quarter of 1958. The amplitude of this decline 
was much sharper than corresponding declines of used 
automobile and other consumer goods paper purchases 
(respectively 15.4 and 12.2 percent). In the 
ascending phase of the 1958-1961 cycle, new automobile 
instalment paper purchased never reached the earlier 
peak of III/1956, reflecting (1) the much milder, and 
incomplete nature of the expansion which peaked out 
in the first quarter of 1960 for the economy in general, 
but lasted to the second quarter of 1960 for the speci- 
fic series under review, and (2) competitive develop- 
ments which reduced the market share of the sales 
finance companies in the financing of new automobile 
instalment debt. A parallel is found in the used | 
automobile paper series where the peak occurs in the 
fourth quarter of 1959 at an annual rate of $313.2 
million, which was about 5 percent below the previous 
peak of $330.4 million in the fourth quarter of 1956. 
Among the three categories of paper purchased, only 
the other _consumer goods group shows a higher peak in 
the 1958-1960 upswing than in the previous cycle, and 
this was followed by a rather sharp decline in the 


volume paper purchased which lasted through to the 


last quarter of 1961. 
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183. Total Nates Receivable 

Total notes ‘cucihesie outstanding in 
the books of the ten sales finance companies show a 
fairly consistent lag at both the upper and lower turn- 
ing points in general business for the period under 
review. The results of our analysis are shown in Table 
7.4 summarizing the extent of the lag and. the ampli- 
tude of movements. The behaviour of this series 
generally conforms to the accepted performance of MERE 
measuring the amount of outstanding consumer credit. 
In this instance, total notes receivable series also 
include wholesale financing, and industrial and com= 
mercial equipment financing. The fact that total notes 
receivable kept rising well beyond the upper turning 
points in 1956 of the various series indicative of new 
instalment credit granted (because repayments after 
a long period of expansion will generally fall short 
of new credit granted even after the latter starts 
turning down) obscured the basic behaviour of sales 
finance credit during the second half of 1956 and early 
in 1957. 


axe 


Cyclical Behaviour of the Finance Charge 


184. Retail Finance Charges 
Table 4.1 listed the reported dollar 


finance charge payable by the consumer for financing 
a $2,000 unpaid balance on a new automobile on the 

basis of data supplied by 17 sales finance companies. 
For this example, seven of the ten largest companies 


supplied quarterly data for the period 1953-1961, and 
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this information is shown in Table 7.5 on an index 
basis (using II/1954 = 100) for the purpose of deter- 
mining the sensitivity of the retail finance charge to 
changing money costs for the sales finance fare 
and to changes in general business conditions. 

185. In the period between early 1954 and 
the first half of 1955, short term interest rates paid 
by the sales finance companies declined (see Tables 
6.8A to 6.8F). Three of the companies reporting 
quarterly data om retail finance charges show a 
reduction between the last quarter of 1954 and the 
first quarter of 1955. The extent of this reduction 
(measured on the total dollar finance charge of a $2, 
000 unpaid balance on a new automobile financed over 
30 months) is relatively minor, amounting to 3, 4 and 
7 index points in ascending order. A fourth company, 
reporting a range for finance charges, shows an in= 
crease in the upper limit of the range in the fourth 
quarter of 1954, followed by an increase in the lower 
limit of this range in the first quarter of 1955. 

(See Company "No. 2"). 

186. Interest rates paid by the sales 
finance companies increased steadily from the second 
half of 1955 to the end of 1956. Taking 90 day short 
term paper as an example, the rate paid by four of the 
six reporting companies was 1 3/4 percent at the end 
of the second quarter of 1955. By the end of 1956, 
four of the eight reporting companies were weeded a 
rate of 5 1/4 percent, two a rate of 5 percent, and 


the remaining two a rate of 5 1/2 percent. (See 
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1 Table 6.8-C). In comparison, the retail finance charge 
2 reported by seven companies on a quarterly basis, ap- 

3 pears to be relatively insensitive, and slow to reflect 
4 rising interest costs. Taking the second quarter of 


5 "1955 as a basis of comparison, two companies report no 


6 increase during this period, three companies report 
7 increases of 3 index points, while the remaining two 


8 companies show somewhat larger increases at the upper 


9 end of the range of their reported finance charges. 


10 As Table 7.5 shows, retail finance charge increases 

11 were more pronounced in the first half of 1957 when 

12 tight money, and high interest costs to the sales 

13 finance companies continued. Thus, three of the seven 
14 companies report a higher retail finance charge in the 
15 first quarter of 1957, while a fourth company shows a 
16 higher charge in the second quarter of 1957. The 

17 magnitudes of these 1957 increases are larger, amount- 
18 ing to 7, 10, 17 and 18 index points reported by the 
19 four companies in ascending order. These retail 

20 finance charge increases took place in dinenebse’ 

21 phase of the 1957-1958 staatiae and more than half 
22 a year after new automobile dastalment paper purchased 
23 had started declining in response to decreases in the 
24 new passenger car sales. 

25 187. The downswing in short term interest 
26 rates paid by the sales finance companies in the 1957- 
27|| 1958 recession occurred between the fourth quarter of 
298|| 1957 and the second quarter of 1958 (see Table 6.8-C, 
29| for example, for the rate paid for 90 day paper). In 


30 this period, retail finance charges reported by the 
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seven companies once apa in appear relatively inflexible. 
Six of the seven reporting companies report no change 
in the retail finance charge (one of these, Company No. 
6, shows a fractional increase in the first quarter 
of 1958, followed by a similar decrease in the second 
quarter leaving the rate, on balance, one index point 
lower); while the remaining company shows a decline 
at the end of the third quarter of 1958 (Company No. 
ny, 

188, From the end of the third quarter of 
1958 until the third quarter of 1959, short term 
interest rates paid by the sales finance companies 
once again moved upward sharply. While six of the 
nine reporting companies paid a rate of 2 3/4 percent 
on 90 day paper at the end of the third quarter of 
1958 (rates for the other three were reported at 2 1/4, 
3 and 3 1/4 percent), the range of rates reported a 
year later was between 6 and 6 1/2 percent, with four 
companies reporting the highest end of this range. 

189. The retail finance charges reported 
by the companies follow no central theme in this 


period, which was otherwise characterized by extremely 


high interest rates, drastic action on the part of the 
chartered banks in cutting the credit lines of the 
sales finance companies, as well as increasing com~ 
petition in the sales finance business. Two of the 
seven companies (Nos. 3 and 6) report no increase in 
the retail finance charge, while four others show in~ 


creases in the first, second and third quarters of 


1959 (respectively Companies Nos. 5, h, 1 and 7). 
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The other company (No. 2) reduced the lower end of 
its reported range in the first quarter of 1959. 

190. Following their third quarter of 1959 
peak, short term interest rates paid by the sales 
finance companies declined Sharply during the next 
four quarters, with the 90 day rate reported by eight 
out of nine companies ranging between 2-1/2 and 2-3/4 
percent at the end of the third quarter of 1960, 

From that point on, until the end of 1961, the rates 
remained in a much narrower range. Thus, the 90 day 
rate increased in the fourth quarter of 1960, and then 
settled down in the range of 3 to 3=3/4 percent. The 
changes in retail finance charges for this period 
generally point in a downward direction which seems to 
be even less closely related to interest rates than 

in the earlier parts of this period. Three of the 
seven companies, which report a range of charges, 

show a reduction at the lower end of the range in the 
first half of 1960. A fourth company ~(No. 5) shows 
sharp successive reductions (in the second quarter of 
1960, and in the second quarter of 1961), while the 
charge reported by the remaining three companies stays 
unchanged throughout this period; The general be- 
haviour of the charges is consistent with the intensify- 
ing competition experienced by the sales finance busi-~ 
ness during this period from the chartered banks and 
credit unions, 

191. The behaviour of retail finance 


charges for the period under review can be summarized 


as follows: 
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1 (A) A distinct lack of uniformity as far as 
y, its response to changing short term 
3 money costs on the part of the sales 
4 finance companies is concerned, At 
5 best, the finance charge trails the ups‘ 
6 and downs of short term interest rates 
7 paid by the companies, and there is no 
8 consistent (or uniform) behaviour on the 
9 part of the companies reporting finance 
10 charges in sufficient detail. 
11 (B) The data presented here cast some doubt 
12 on the widely held opinion that in periods 
13 of monetary tightness, higher interest 
14 rates are quickly passed on to the 
15 consumer. On the other hand, analysis of 
16 the repayment period data provided in the 
17 next section will show that repayment 
18 terms uidieatignaeetel on new automobiles) 
19 have indeed lengthened -- ven this is an 
20 underlying pattern for the entire period 
21 under review, which is accentuated in 
22 those years of the cycle where consumer 
23 durable goods sales are showing their 
24 most rapid growth. 
25 (C) The retail finance charge itself appears 
26 to be more sensitive to long term rates, 
27 or basic trends in the average interest 
28 costs of the sales finance companies. 
29 192. Wholesale Finance Charges 

30 Annual data for the reported wholesale 
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finance charges of the largest sales finance companies 
were ssisilien en Tables 4.4 and 4.5. While the 
companies were not requested to provide other details, 
Some companies mentioned that the response of whole- 
sale charges to changing money market conditions is 
more rapid and more pronounced than in the case of 
retail finance charges. A similar responsiveness is 


also found in finance charges on industrial machinery 


and equipment financing. 


Average Repayment Terms 
193. Sufficient details on average repay- 


ment terms on new automobile contracts were provided 
only by four of the largest ten companies, and the 
available data are summarized in Table 7.6. (D.B.S. 
data on average repayment terms on retail paper 
purchased are not available prior to 1958. ) The data 
show that the underlying trend of repayment terms has 
been upward, and that the increase in average repay= 
ment terms for the period under review has taken place 
both in prosperity and recession. In Guage terms, 
the most rapid increase in average repayment periods 
appears in 1955. As far as new automobile financing 
is concerned, this confirms the belief that in the 

ed eee the middle Fifties there was a lengthening of 
instalment credit repayment terms. But the lengthen- 
ing seems to be related to the increases in the price 
of durable consumer goods (particularly automobiles; 
and presumably to keep monthly instalment payments 


unchanged) and unrelated in timing and in amplitude to 
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1 changes in reported detail finance charges. The 

2 pattern is less evident in the data is ack its to used 
3 automobiles and other consumer goods. As Table Vet 
4 (used automobiles) and Table 7.8 (other consumer 


5 goods) show, the lengthening of repayment terms for 


6 these types of goods has been much more moderate than 
a for new automobiles. 
8 194. Companies participating in our survey 


9 were virtually unanimous in reporting that tight money 
10 periods did not have any visible impact on average re- 
11 payment terms. However, metre such pansoiie a large 

12 number of companies were forced to do considerable 

13 screening in the purchase of their instalment contracts 
14 in order to discourage an undue loosening of terms. 

15 The following quotations from summaries submitted by 


16 our participants illustrate this point: 


17 "Periods of tight money induce, toa certain 
18 “eazent, stricter purchasing of paper by the 
19 finance companies in the form of rejecting 
20 more contracts for inadequate down payment 
21 or longer terms. 
22 

"In general, these periods of stringency 
= had little effect on the terms of financing 
“ty retail contracts. The average length of our 
= retail contracts was increasing throughout 
e the period under review, but the contract 
= term was not affected significantly by 
* "tight money", as such. The influence of 
29 
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the market of large numbers of marginal credit 


buyers was far more significant. 


"Tight money conditions probibly contri- 
buted to some extent to the lengthening of 
repayment periods, particularly in heavy 
equipment financing, but it is our opinion 
that other factors in the economy played a 
more important role. In the field of 

consumer goods financing, commodity price 
increases and competitive conditions among 
manufacturers and retailers over the past five 
years undoubtedly were major causes of 


lengthening contract periods." 


Sources of Funds 

195. During the tight money periods of 
1955-1957 and 1959, the experience among individual 
members of the FCSFC in obtaining outside funds varied. 
Generally, the members of the Federated Council, who 
rely on bank credit as the major or exclusive source 
of borrowed funds, found their ability to expand, or 
even service their existing customers, severely 
restricted as the result of monetary policies imposed 
by the Bank of Canada through the chartered banks on 
all sales finance companies. The following statements 


are representative of the smaller members of the 


FCSFC : 


"We had no other source of funds at that time 


ie and we actually were too small to enter the 
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1 short term money market. As our lines of 
2 credit at the bank were frozen, we obtained 
3 partial relief in the 1955-1957 period by 
4 buying out another local company which had 
5 a largely unused line of credit at the bank, / 
6 Prior to ...... OUr COmpany was privately 
7 owned and used local banks together with 
8 its own capital to finance all operations. 
9 In view of the gradual and natural increase 
10 in business, the credit restrictions imposed 
11 made it extremely difficult for us to service 
42 our regular dealers and during this period 
13 we were fortunate in not losing good dealer 
14 accounts to other companies who had ample 
15 fants’ woul 
16 

A company which began operations in 1950 reports: 
17 
18 "We have, since our company began business, 
19 been dependent on banks for most of our 
20 available funds, apart from our capital. 
21 Our sources of funds from outside the banks 
22 have been limited to individual personal 
23 loans, which we were forced to ask during 
24 the tight money period of 1959. 
25 

"Our lines of credit with the banks were 

- reduced by approximately 40 percent in the 1959 
id tight money period, which greatly affected 
- our growth at the time, and, in fact, we 
_ have been hampered sincé 1959 until recently 
30 
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by the banks! attitude toward finance 
companies in general, as regard to expansion 


of lines of credit." 


The experience of the larger companies with access to 
the short term money market through their short term 


notes, has been different: 


"From the experience we have had in periods 
of tight money it would appear that a corpo- 
ration with a good credit rating can obtain 
money in both the short and the long term 
markets if it is willing to pay the very 
high rates which become current in such 


periods." 


One of the larger companies differentiated in the im- 
pact of tight money policies during 1955-1957 and 


1959: 


"Period 1955-1957 -- Our sources of funds, 
which are the banks and the open market, 
were not too seriously affected during this 


period of 'tight money’. 


"Period 1959 -- During this period our normal 
sources of funds were drastically curtailed. 
This necessitated the negotiation of a long 
term Canadian dollar loan with a group of 


Canadian and U.S. insurance companies......" 


While another company’ writes: 
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"Sufficient funds were obtainable in the 
Short term money market to permit continued 
growth of the company. Credit limitations 
imposed upon dealers during this en bam 
not dictated by any lack of funds but were 
motivated by the willingness of the company 
to co-operate in the government's aim to curb 
unwarranted expansion in the economy. In this 
period also the company did not attempt to 
acquire long term funds." 

One of the companies which relies heavily on 
short term notes suggests that a 90 day short term 
rate of about 0.5 percent above the 90 day Treasury 
bill rate gives it a sufficient flow of short term 
funds. It reports that "Any increase in spread of 
course induces a greater flow when funds are required 
and vice versa". 

196. Data supplied by the ten largest 
companies regarding their outstanding short term notes 
and patel loans have been computer-processed to give 
an indication of their fjenaviour during the cycles 
in the period 1954-1961. The results are shown in 
Tables 7.9 and 7.10. Short term notes outstanding 
show a distinct lag behind major turning points. 

(See Table 7.9). With more and more companies parti- 
cipating in the short term note market, an underlying 
upward trend in total notes outstanding is readily 

ascertainable. Thus at the three low points shown in 


the period under review, total outstanding notes 


amounted to $184 million (1/1955), $325 million 
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(IV/1958), and $439 million (IV/1961). ‘The peak amount 
of notes outstanding in the first quarter of 1961 
amounted to $512 million. 

197. A different pattern appears for out- 
standing bank loans, as shown in Table 7-10. The 
series once again (as in the case of instalment paper 
purchases of used automobiles and other consumer 
goods) leads at the peaks and lags at the low points 
of the cycle. Bank loans outstanding at the low point 
of the 1960-1961 cycle were virtually identical to 
the amount of loans outstanding at the low of the 
1953-1954 cycle; this reflects the decreasing reli- 
ance on bank credit reported by a number of the larger 
companies, as a result of their experience with the 
Canadian chartered banks in 1956-1957, and particularly 
during 1959. 

One of the smaller member companies 
of the Federated Council expressed its opinion on this 
subject as follows: 

"We have reluctantly come to the conclusion 
that the banks are not desirous of lending 

to finance companies, mainly, we suppose, in 
view of the fact that they have now entered 
this field. This appears to be rather dis- 
criminatory against any company into whose | 
fields they may desire to enter, In other 
words, we do not believe that the banks are 
performing the required service to the com- 
munity if they begin to pick and choose lines 


of business regardless of whether the company 
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is amply financed and deserving of credit." 


Delinquency Experience 


198. Because of differences in the manner 
in which delinquency rates in outstanding paper are 
reported by various companies, a comparison of their 
experience is difficult. The data, however, do in- 
dicate that a small percentage of all outstanding 
retail paper enters the delinquency stage by being 30 
days or more overdue (the typical ratio of all ac- 
counts is 1 to 2 percent; dollar ratios may be higher, 
depending whether or not the entire balance, - only 
its overdue portion is counted as delinquent) . Most 
of the Council members commenting upon their be schecaipimi 
in delinquency ratios during periods of tight money, 
indicated that such periods had little, if any, effect 


on their collection experience. 


General Comments on Monetary Policy 
199. With regard to the 1955-1957 cycle, 


our data indicate that there was a sharp increase in 
the volume of new instalment paper purchased by the 
sales finance industry, particularly for financing 
new automobiles. This was accompanied by a lengthen- 
ing in repayment terms, presumably as an offsetting 
factor to higher prices of durable consumer goods, 
which kept monthly instalment payments from increasing 
appreciably. These developments were dictated by 
demand factors transmitted to the sales finance in- 
dustry by its dealers, who, in turn, were dealing with 


a consuming public that had developed an optimistic 
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viewpoint of its economic prospects in the boom of 

the middle Fifties. However, since (1) an extension 

of repayment terms sharply raises the quantity of 

money required by a Sales finance company to handle 

a given volume of business, (2) there is a limit to 
which money will be borrowed by the sales finance in- 
dustry when interest rates are rising sharply, and 

(3) the sales finance industry operates on the principle 
that repayment terms in the contracts it purchases 

must be set in such manner that the purchaser has a 

net positive equity in his purchase throughout the 

life of the contract, many of the members of the Council 
report that they started adopting a cautious attitude 
toward acquiring new business around mid-1956, by 
setting stricter repayment terms on paper purchased. 

200. The expansion of new instalment paper 
purchased reached a peak in the third od inecetoae 1956 
for new automobile paper, shortly after the value of 
new passenger vehicle sales topped out in the second 
quarter 1956. These facts suggest that both on the 
demand and supply side for new instalment credit, some 
important changes were taking place before this matter 
became a discussion between the Bank of Canada and 
representatives of the sales finance industry. 

201. The data shown here suggest that a 
partial reinterpretation of the behaviour of sales 
finance credit in this period is required. Outstand- 
ing balances of paper purchased by the companies 
continued to increase in the first three quarters of 


1957 because repayments were still running lower than 
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the now~declining purchases of new instalment paper. 
This obscured the fact that new credit extended by 

the sales finance industry has started turning at about 
the same time the Bank of Canada became officially 
concerned over the matter of instalment credit. This 
decline appears to be related predominantly, in the 
case of new automobile instalment paper, to a turning 
point in passenger vehicle sales in the second quarter 
of 1956. 

202. While the Bank of Canada voiced its 
loudest complaints about the inflationary effects of 
sales finance credit, and pursued its tightest mone- 
tary policy during the first eight months of 1957, it 
was precisely during this period that the sales finance 
companies were already reducing their purchases of new 
instalment paper, continuing the reduction in the 
volume of new paper purchased, which had been underway 
Since the middle of 1956. 

203. The 1959 tight money cycle must be 
viewed differently. The upswing in the economy, in 
durable consumer goods Bales, and the rise in new ine- 
stalment credit paper purchased did not parallel the 
boom of the 1955-1956 period. At the peak of the 
cycle, the Canadian economy was left with a consider- 
able margin of unused resources, and unemployment at 
no time in the cycle declined below a seasonally ad- 
justed level of 5.4 percent. This raises the question 
whether consumer durable goods spending should not 
have been encouraged in this period, and the tight 


money policy of the Bank of Canada has been amply 
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criticized elsewhere . Our remarks in the present con- 
text relate entirely to the manner in which this 
policy was transmitted through the chartered banks. 
While the 1956-1957 bank credit line freezes and re- 
ductions were imparted through financial institutions 
which were then only marginally competing with the 
sales finance industry, the 1959 situation was drastical- 
ly different. The wide cut in bank credit lines, 
coming at a time when many of the chartered banks were 
actively expanding their operations in areas competi- 
tive with the sales finance industry, raised a 
problem of business impartiality toward customers who 
had now become competitors. 

204. The suddenness of the cuts, and their 
extension to large and small sales finance companies 
alike, is strongly questionned by a large number of 
the members of this Council. Having regard for the 
economic situation in 1959, it can be said that the 
wrong policies were transmitted through the wrong 
channels in the wrong manner. 

205. Since the meetings between the Bank of 
Canada and representatives of the sales finance in- 
dustry in late 1956, there have been no contacts 


between monetary authorities and the sales finance 


industry. While the membership of this Council does 
not endorse any specific methods of expression of 
monetary policy by the monetary authorities, it. will 
generally welcome any statement of policy which is 
direct and concise in its meaning. On matters purely 


directed to the sales finance industry, the membership 
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of the Council would prefer to have direct contacts 
with the monetary authorities, rather than a second- 
hand transmission through competing \financial insti- 
tutions. The sales finance a SUR in Canada repre- 
sents an important segment of the credit market. For 
this reason the FCSFC believes that direct contacts 
with the industry should be sought by the monetary 
authorities when major changes in monetary policy, 
designed to have an impact on sales finance credit, 
are instituted. 

206. While a repetition of strong inflation- 
ary conditions, such as existed in the boom of the 
middie Fifties, does not appear imminent in the econo- 
mic prospects now facing Canada, the FCSFC would like 
to point out that if, in the opinion of the monetary 
authorities, some forms of control over instalment 
credit might become necessary at some future time, 
this will not be accomplished to any major extent by 
the type of controls utilized during World War II and 
the Korean War period. The credit provided by this 
industry today accounts for about one-quarter of the 
funds provided by a growing number of financial insti- 
tutions for similar purposes, and under such conditions 
the singling out of credit provided by the sales 
finance industry and the sectors of the economy which 


it serves, would not only be ineffective, but also 


discriminatory. 
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1 TABLE 1.1 
2 
FEDERATED COUNCIL OF SALES FINANCE COMPANIES 
: LIST OF MEMBERS - AS AT JUNE 30, 1962 | 
4 t | 
5 Acadia Acceptance Corporation Limited 
6 Acme Acceptance (London) Limited 
> j Atlas Acceptance Corporation Limited 
8 Baker Acceptance Corporation Ltd. 
9 British Acceptance Corporation Ltd. 
10 Canadian Acceptance-Corporation Limited © 
11 Citizens Finance Company Limited 
12 Colonial Finance Company Limited 
13 The Commercial Acceptance Corporation Limited 
14 Commercial Credit Corporation Limited 
15 Corporation de Credit Adanac 
16 Credit Acceptance Corporation Ltd. 
17 Credit St-Laurent Inc. 
18 Danforth Discount Limited 
19 || Delta Acceptance Corporation Limited 
20 Domestic Finance Ltd. 
211 General Finance Corporation Ltd. 


Industrial Acceptance Corporation Limited 
Laurentide. Financial Corporation Led. 

Labrador Acceptance Corporation 

Linval Acceptance Corporation Limited 
Middlesex Acceptance & Discount Company Limited 
Norac Finance Corporation Ltd. 

Pacific Finance Acceptance Company Limited 
Prudential Finance Corporation Limited 


Public Finance Corporation Limited 


_— ee + wt: 
_BETHAMHOD SOMAMT. eazAe bss x9K009 caTangaet 

é . <eignise'te® fy 
33% t O€ SMUG TA eA - _ BARE 0 


nm cae 


bod tmbd WEAR soneiqsooA stbeoA |. 


betimid (mobnel) sonmstqoooA,.omoA 


betlmtl molds toqrod S9NsSIqGSOOA asitA . a | 
| 
! 


; -bdI aotdstoqrod senstqesooA asad 


| +btd moltereqrod sonstgsond datttag: Q 

i ' bedttmit noktstoqrod- sonsdaqeooA asthbensd 9 ot 

5 bedimit yasqmod somsald anesttiy hte 

| besvimid yasqmod somsntl {strofed St 

| detintl moktsioqred sonsdqso0A fsioremmed) eAT ét 

| 4 botimid mottsroqro) siber) Lstorommod MM 
| osnebA siberDd .eb moltsroqiod - & 
-bdI moltsxoqied) sonsdqeooA tibex? let 


Onl dorswuied-t2 tibexD 

betimid gnveoeid désotnsd 

bothmtd Aoliereqrod sonstqeooA sitied 

Ott sonanti ottesmod 

bal notésteqiod sonasatt Leisned. 

betimtI rottstoqroed sonstqeooA fsiatesbal 


DST aoldsrogued Istonsatt sbtiqorwal 


MOLTISLOGTIOD soeastqeosA robsided 


ait  botimid noLtatogrod SsonstqeooA Levatd 


| Ssdtotd yasqnod tavoseia g SomsiqeooA. xeaslbhbIM 
{ -btd aolttsroqiod sonsath 29810OK 


a detimhl yrceqmon eocstqeooA sonsnlT of ttost 


{ il’, 


ee bed tab moltistogioD somsnki Latémebyerd 


. ape ae 29 otldad + .7 
yp Pie Se a 


Nethercut & Young 


A162 


Terente, Ontario 

Redisco of Canada, Limited 

Robertson Finance Co. Ltd. 

Standard Credit Corporation 

Toronto Acceptance Corporation Limited 
Traders Finance Corporation Limited 

Triad Acceptance Corporation Ltd. 

Union Acceptance Corporation Limited 

United Dominions Corporation (Canada) Limited 


Western Acceptance Corporation Ltd. 
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TABUE 20 


= BALANCES OF SALES FINANCE CREDIT OUTSTANDING ON 
‘i CONSUMER GOODS BY SOURCE AT YEAR-END, 1957-1961 
| MILLIONS OF DOLLARS 


53 i 
9) 
| 
10/ 1957 19885 959 19605 1963 
11! 
H 
| Sales finance companies $780 $768 $806 $828 $760 
i 
Small loan companies 15 19 38 45 34 
3] 
13 | Department stores * 209 224 250 293 E 319 E 
} 
14 Other retail dealers ari 266 274 267 270 
15 | Total $1275 SAT $1368 $1433 $1383 
16 | 
17 
Sales finance companies 
18 | as a per cent of total Glie2 60.1 58.9 Ki/ at! D010 
i 
| 
19} 
\ 
20 * Since 1960, only total credit figure 1s reported for the department stores; 
| the estimates shown here for 1960 and 1961 are based upon the relative 
yA \\i importance of instalment paper arising from conditional sale agreements, 
and other deferred payment plans in total department store credit out - 
9 | standing between 1957 and 1959. 
1} 
| 
E- Estimate 
2a 
Source} D.B.S. and Bank of Canada. 
ij 
24 |) 
pee 
| 
26 | 
| 
| 
27 || 
28 | 
29 | 
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TABLE 2.2 


A164 


TOTAL ASSETS AND ASSET DISTRIBUTION AMONG 
PARTICIPANTS IN THE FCSFC SURVEY, END OF 1953, 
1957 AND 1961, THOUSANDS OF DOLLARS 


ep mennanenetennenenseresusiesnngutnnseeeenentpenp-—eeee 


Thousands 
of 
Dollars; 1953 


Largest 
three 
companies $701,052 


Next seven 
companies 144,370 


All others 4,875 


Totals 


Number of 
companies ne 6 


Thousands of 
Dollars 850,297 


Percentage of Total: 


Largest three 


companies 82 45% 
Next seven 

companies 16.97 

All others 0.58 


Source: FCSFC Survey 
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Nethercut & Young 


A16 
Trento, Ontario 4 
TABLE 2.3 
TOTAL OUTSTANDINGS AND DISTRIBUTION OF ALL 
OUTSTANDINGS (RETAIL AND WHOLESALE) AMONG 
PARTICIPANTS IN THE FCSFC SURVEY, END OF 
1953, 1957 AND 1961. 
Thousands 
of 
Dollars: 1953 1957 1961 
Largest 
three 
companies $653,797 $937 , 484 $929,118 
Next seven 
companies 139,071 233,784 358,245 
Other 
participants 3,637 214,911 52,050 
Total: 
Number of 
companies 16 a) 26 
Thousands of 
dollars 796 ,505 1,1933339 1,339,413 
D.B.S. 7O1 , 000* 1,269,000 1,340,000 
Percentage of Total: 
Largest three 
companies 82 .09% 78 .57% 69.36% 
Next seven 
companies 17 45 19.59 26.75 
Other 
participants 0.46 1.84 3.89 


* Excluding wholesale paper; figures not availiable 


before 1956. 


Note: 


One company participating in survey provided 


asset data, but no details for outstandings. 


Source: 


FCSFC Survey 
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A166 
Torente, Ontario 
1 TABLE 2.4 
2 
BALANCES OF CONSUMER GOODS INSTALMENT PAPER 
3 OUTSTANDING AND DISTRIBUTION AMONG PARTICI- 
PANTS IN THE FCSFC SURVEY, END OF 1953, 
4 1957 AND 1961. 
eS ER ee ee 
5 
6 Thousands 
of 
7 Dollars: 1953 1957 1961 
8 
Largest 
9 three 
Companies $394,058 $562,659 $521,469 
10 
Next seven 
11| Companies 85 ,807 116 ,370 187,785 
12 Other 
Participants 2,943 16,704 25,454 
13 
14 Total: 
15 Number of 
Companies 14 20 24 
16 
Thousands of 
17|| Dollars 482 ,628 ae eer ee 734,708 
18 
D.B.S. (000$) 516,000 780 ,000 760,000 
19 
20 
Percentage of Total: 
21 
22 Largest three 
Companies 81.65% 78 .83% 70 98% 
23 
Next seven 
24|| Companies 17.74 18 .83 25.56 
25 Other 
Participants O.61 2o3F | 3.46 
26 
27 
Source: FCSFC Survey 
28 
29 
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A167 
Terento, Ontaric 
1 TABLE 2.5 
2 
3 COMMERCIAL AND INDUSTRIAL INSTALMENT PAPER 
OUTSTANDING AMONG PARTICIPANTS IN THE 

4 FCSFC SURVEY, END OF 1953, 1957, and 1961. 
5 
6 

Thousands of 
7\ Dollars: 1953 1957 1961 
8 

Largest 
9| three NN 

Companies $142,252 $215,915 $271, 365 
10 

Next seven 
11| Companies 36 ,370 56,921 136 , 147 
12 Other 

Participants 20 TA1 6,419 
13 
14 

Total: 
25 

Number of 
16|| Companies 91 16 18 
17|| Thousands of 

Dollars 178,642 273,577 407,901 
18 
19| D.B.S. (000$) 184,000 288 ,000 401,000 
20 

{ 

21|| Percentage of Total: ; 
22|| Largest three 

Companies 79 64% 78 392% 66 .53% 
23 

Next seven 
24|| Companies 20.35 20.81 31.90 
25 Other 

Participants oOl aT 1.57 
26 
27 

Source : FCSFC Survey 
28 
29 
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Terente, Ontario 


1 TABLE 2.6 


WHOLESALE FINANCING BALANCES OUTSTANDING 
3 AMONG PARTICIPANTS IN THE FCSFC SURVEY 
END OF 1953, 1957 AND 1961. 


4 
5 
6| Thousands 
of 

7| Dollars: 1953 1957 1961 
8 

Largest 
9 three 

Companies $117,487 $176 , 306 $156 ,699 
10 

Next seven 
11|| Companies 17 ,497* 28 711 37,769 
12] Other 

Participants ~ 812 2,336 
13 
14 

Petal: 
15 

Number of 
16|| Companies 9 14 19 
17|| Thousands of 

Dollars 134,984 205 ,829 196 ,804 
18 : 
19| D.B.S. (000$) n/a 202,000 179 ,000 
20 


21|| Percentage of Total: 


22|| Largest three 


Companies 87 .O4% 85 .66% 79 .63% 
23 

Next seven 
24|| Companies 12 .96* 13.95 19.18 
25|| Other 

Participants - 0.39 . 1.19 
26 
27 

Six companies in 1953 
28 
29 

Source: FCSFC Survey 
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1954 
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1958 


1959 
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AD oo eaneed, 


A16 


RETAIL AUTOMOBILE (NEW AND USED) INSTALMENT 
PAPER PURCHASED BY THE TEN LARGEST SALES FINANCE 


COMPANIES 


1953 


= petal, 


FCSFC Survey 


New Cars 


$307.5 
267.2 
344,1 
466.4 
434.5 
371.6 
418.9 
431.8 


375.9 


Used Cars 


$319.0 
265.2 
285.9 
322.5 
322.8 
301.3 
296.2 
278.3 


PAN ES, 


Total 


$626.5 
532.4 
630.0 
788.9 
757.3 
672.9 
TIS 
710.1 


D9 Val 


Total 
Dee coe 

$719 
631 
759 
925 
900 
870 
903 
878 


763 


Average: 


MILLIONS OF DOLLARS 


Ratio of ten largest 
to D,B,S_ Total 

87.1% 

84.4 

83.0 

85.3 

84,1 

71-9 


79.2 
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Nethercut & Young A170 


Fereute, Ontario 
1 TABLE 3.1 
2 
3 WHOLESALE PAPER PURCHASED BY THE TEN. LARGEST 

COMPANIES AND ALL PARTICIPANTS IN THE FCSFC 
4 SURVEY, 1953 - 1961, MILLIONS OF DOLLARS | 
5 
6 . 
7 FCSFC : FCSFC: 

10 Largest All 

8 Companies Companies DBS. 
97 61953 $1212 $1213 
10) 1954 975 976 
41)) 1955 1226 1228 
12|| 1956 1383 1387 $1213 
13) 1957 1397 1402 1185 
14|| 1958 1286 1293 1105 
15} 1959 “1494 1508 - 1307 
16|| 1960 1559 1569 1354 
17|| 1961 1375 1387 1230 
18 
19 


20 Source: FCSFC Survey and D.B.S. 
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A171 
Terente, Ontaric 
TABLE 3.2 
TOTAL CONSUMER GOODS SALES FINANCE PAPER 
PURCHASED BY THE TEN LARGEST COMPANIES, 
ALL PARTICIPANTS IN THE FCSFC SURVEY AND 
REPORTED BY D.B.S., +1958. - 1961, 
MILLIONS OF DOLLARS 
FCSFC: FCSFC: 
10 Largest All 
Companies Companies D.B.S8. 
$752 $761 ~~. $719 
623 632 631 
T46 758 759 
923 O44 925 
874 889 900 
801 818 870 
856 877 903 
851 871 878 
722 154 763 


Source: FCSFC Survey and D.B.S. 
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CONSUMER GOODS RETAIL INSTALMENT PAPER PURCHASED 
BY THE TEN LARGEST SALES FINANCE COMPANIES IN CANADA 


1953 - 1961, MILLIONS OF DOLLARS 
New Auto Paper Used Auto Paper Other Consumer Goods 
Paper Purchased Average per Paper Purchased Average per Paper Purchased Average per 
(Millions of $ } Contract {$ ) ( Millions of $ ) Contract ( $) ( Millions of $ ) Contract ($) 
1953 $308 $1798 $319 $844 $125 $325 
1954 267 1882 265 822 91 318 
Ney ee 344 2010 285 818 a 350 
1956 466 2283 823 878 134 462 
a = 1957 434 2358 323 863 117 465 
s 3 1958 3iZ 2384 Sauk 981 128 507 
E 4 roa9 419 2483 296 1034 14] 535 
a 
1960 432 2449 278 1035 141 Bite 
196) 376 2483 Zee 1017 124 502 
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Nethercut &é Young A173 


Terente, Ontaric 


TABLE 3.4 


FINANCING* OF COMMERCIAL VEHICLES (NEW 
S AND USED), 1953 - 1961, PAPER PURCHASED 
MILLIONS OF DOLLARS 


6 

7 

8 

9 All Participants 

10 partes DB: Si. 
11} 1953 $146 $153 
12) 1954 114 111 
13] 1955 108 123 
14 1956 134 165 
1S!) 1957 141 147 
16| 1958 130 118 
17/1959 146 154 
18|| 1960 159 154 
19] 1961 145 132 
20 


21| * gales financing, direct loans secured by, and 


22 leasing. 


24| source: FCSFC Survey and D.B.S. 
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Nethercut & Young A174 


Torento, Ontario 


TABLE 3.5 


FINANCING* OF OTHER COMMERCIAL AND INDUSTRIAL 
GOODS, 1953 - 1961, PAPER PURCHASED 
MILLIONS OF DOLLARS 


All Participants 


in FCSFC 
Survey D.B.S. 
1953 $ 69 $ 76 
1954 61 63 
1955 TT 95 
1956 126 159 
, 1957 132 143 
1958 120 147 
1959 173 201 
1960 189 212 
1961 196 217 


* Sales financing, direct loans secured by, and 


leasing. 


Source: FCSFC Survey and D.B.S. 
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Nethercut & Young A175 


Terento, Ontario 


TABLE 3.6 


FINANCING* OF COMMERCIAL VEHICLES (NEW AND 
USED), 1953 - 1961, BALANCES OUTSTANDING AT 
YEAR-END, . . .  . MILLIONS OF DOLLARS 


All Participants 


in FCSFC 

Survey . DBS. 
1953 $118 $123 
1954 SURRE. 3.804 
1955 96 106 
1956 122 138 
1957 126 135 
1958 115 11 
959 134 138 
1960 148 151 
1961 148 | 146 


* Sales financing, direct loans secured by, and 


leasing. 


Source: FCSFC Survey and D.B.S. 
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Terente, Ontario 
1 
2 
3 TABLE 3.7 
4 
5 
FINANCING* OF OTHER COMMERCIAL AND 
6 INDUSTRIAL GOODS, 1953 - 1961, 
BALANCES OUTSTANDING AT YEAR-END, 
’, MILLIONS OF DOLLARS 
8 
9 
10 
11 All Participants 
in FCSFC 
12 survey Deo eDe 
13), 1953 ¢ 60 S51 
14) 1954 Sf 60 
1), 1955 79 85 
16|| 1956 133 141 
17|| 1957 147 153 
18 1958 136 146 
19|| 1959 199 206 
99 || 1960 239 23 
| 1961 259 255 
22 
aR, * Sales financing, direct loans secured by, and 
leasing. 
24 
25 
Source: FCSFC Survey and D.B.S. 
26 
27 
28 
29 
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Terento, Ontario 


TABLE 3.8 


CAPITAL LOANS TO DEALERS OUTSTANDING 

_ ON THE BOOKS OF THE TEN LARGEST SALES 

_ FINANCE COMPANIES, 1953 --1961, 
THOUSANDS OF DOLLARS 


1953 $ 2,866 


1954 3,422 
1955°< 5 334 
1956 wre i) 
1957 6,419 
1958 7,070 
1959 8,438 
1960 | 10,968 
1961 . 14,035 


Source: FCSFC Survey 
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Terente, Ontario 


TABLE 


A - 178 


Nee) 


INSURANCE COMPANY, AFFILIATES OR SUBSIDIARIES 
OF THE TEN LARGEST SALES FINANCE COMPANIES 
IN CANADA 


Sales Finance Company (Parent) 


Canadian Acceptance Corporation 

Commercial Credit Corporation 

Delta Acceptance Corporation 

General Motors Acceptance Corpo- 
ration of Canada 

Industrial Acceptance Corporation 

Laurentide Financial Corporation 

Redisco of Canada 

Traders Finance Corporation 

Union Acceptance Corporation 


United Dominions Corporation 
(Canada) 


bd 


Corporation . 


x Wholly-owned subsidiary of Co 
pa 


Source: FCSFC Survey. 


Insurance Company, Affiliate or 
Subsidiary 


Service Fire Insurance Company * 
Calvert Fire Insurance Company ** 


Adanac General Insurance Company 
of Canada 


Motors Insurance Corporation, a 
U.S. company, wholly -owned 
by GMAC - New York 

Merit Insurance Company 

Elite Insurance Company 

None 

Traders General Insurance 


None 


None 


Wholly-owned subsidiary of CAC's parent company, CIT Financial 


mmercial Credit Corporation's 


rent company, Commercial Credit Company . 
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PABLE 45.3 


EXAMPLE OF FORM AND COMPUTATIONS REQUIRED 
TO STATE COST OF BORROWING OR BUYING ON TIME 
AS SIMPLE INTEREST PER ANNUM 


I, COMPUTATION OF EFFECTIVE AMOUNT BORROWED 
IF GOODS OR 1. Enter total cash price of goods, 
SERVICE ARE insurance premium, services and 
BEING BOUGHT all other considerations. $ 2,000.00 
ON TIME, COM- 
PLETE THIS 2. Subtract trade-in allowance, 
SECTION quantity discounts, cash down 
payment and all other credits. $ 1,000.00 
IF CASH LOAN, 3, Enter result of item 1 less item 2; 
START WITH or, if cash loan, enter total cash to | 
NOE 3 be lent (before deductions). $ 1,000.00 | 
4, Enter total amount of money belonging to borrower | 
(or spouse) held on deposit or to credit of borrower 
(or spouse) by seller, lender, or anticipated assignee 
or any affiliates of seller, lender, or anticipated 


assignee. $ Ane 


5. Enter result of item 3 less item 4. THIS IS THE | 
EFFECTIVE AMOUNT BORROWED. $ 1,000.00 


6. Enter amount of interest, time price differential, 
finance charge, or service charge less anticipated 
interest to be paid on borrower's funds in item 4. $ 66.50 


7. Add item 5 and item 6. Enter result. THIS IS THE 
TOTAL AMOUNT TO BE PAID IN TIME PAYMENTS $ 1,066.50 


II. COMPUTATION OF EQUIVALENT EFFECTIVE TIME ITEM 7 
IS TO BE OUTSTANDING. 


8. Equivalent amount payable in one day. (From below) $ 211,978.80 


9. Divide item 8 by item 7. Result is equivalent number 
of days amount borrowed is outstanding. 198.8 days 


10. Divide item 9 by 365. Result is equivalent number of 
years and fraction of years amount borrowed is outstanding, .545 years 


Ill COMPUTATION OF SIMPLE INTEREST 
= 


Divide item 6 by item 5. This is the dollar charge as 


a flat percentage. .0665 


12. Divide item 1] by item 10, THIS IS THE EQUIVALENT 
SIMPLE INTEREST PER ANNUM, 12,20 % 
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Terente, Ontaric A=" The 
1 
T A Bilzih. ae3 (con't) 
2 
ie COMPUTATION OF EQUIVALENT EFFECTIVE TIME ITEM 7 
3 IS TO BE OUTSTANDING 
4 d) Equivalent amoun 
a) Instalment b) Days from date of | c) Amount of payable in one da 
5 Payment loan or delivery Instalment (col. b times col. 
14st M oil 88.88 2.109. 29 
6 2 nd A 61 88.88 5,421.68 
3rd M 92 88.88 8,176.96 
4 th J 122 88.88 10,843.36 
7 5 th ef 153 88.88 13,598.64 
8 6 th A 184 88.88 Mop cisyey, Sy 
7 th S 214 88.88 [970202382 
8 th oO 245 88.88 Zeige OO 
, 9 th N 275 88.88 24,442.00 
10 th D 306 88.88 fom rea MS Ty PAs! 
10 11 th J 337 88.88 29,952.56 
12 th F 365 88.88 32,441.20 
11 
12 TOTALS: 1,066.50 CLIT Ba 8O. 
Must equal Enter in item 
13 item No.7 above 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
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1 
2 
3 
TEAC Es toe), a). 
4 
5 AVERAGE REPAYMENT PERIOD (IN MONTHS ) 
ON NEW AUTOMOBILE INSTALMENT CONTRACTS 
FOUR SALES FINANCE COMPANIES 
6 1954 - 1961 QUARTERLY 
7 
1 2 3 4 
8 
1954 I A pels: Ks eat 20.0 
II Abe4 49;..9 20.6 
9 II 22.8 20.9 2. 
1V Aer 20.4 245..3 
10 
1955 I fades) Come iene 
Il 23.0 23)... 3 2i2;,.. 0 
11 Ill 24.0 434..9 (28a 
IV feo ee 23. | 7: Sw 
12 
1956 I 24.3 24.3 Z2.9 
IL 24.6 24.1 23... 1 
13 Ill 25.2 24.6 23. 6 
LV 24.4 16.3 9s) 22,8 
14 
1957 I 23.4 23.6 2055 
Il a4,.1 24.4 225.5 
15 III 25.4 Poles 24.0 
IV a5, hi 24.8 24.2 23.4 
16 
1958 I 24.6 24.4 24.9 7dfD 05. i\ 
Il 2. 1 26.5 25.2) 2s 2 
Ill 25.6 26.8 2S Bio, 2309) 
IV 25.8 2%4., 5 24.5 23.5 
1959 I Pla vat | 26.5 Pape) 36S 
Il Zion, 2 Lilie 2 26.2 25) ae 
Ill autr, 2 28.3 26.7 24.8 
IV 26.8 2Bi. 5) 215}. 3) 23.8 
1960 I 26.4 Lili o CoD 24.0 
II 2yha.. i 28.7 26,3 257.) 
Ill 28.0 29.4 27.0 26.0 
IV 27.4 29.0 2G th 25), 2 
1961 I Blee 27.9 Cond 2D ee 
II 28.0 29: 3 27.0 26.0 
Ill 28.6 29.8 Zikee F 26.9 
IV 28.1 29.8 Zio; 3 26.4 
Change: 1954-1961 
(No. of months) + 6.6 a es: aa A * Ga 
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BBeAS copier ea memitinent 


AVERAGE REPAYMENT PERIOD (IN MONTHS ) 
USED AUTOMOBILE INSTALMENT CONTRACTS 
FOUR SALES FINANCE COMPANIES 


1954. 1961 QUARTERLY 
1 2 3 4 

1954 I 17.4 16.2 15.6 
Il 17.4 16.5 15.5 

Ill 0.2 16.4 15.6 

IV i723 16.0 15.6 

1955 I 17.0 16.9 15.9 
Il 7.1 16.8 16.1 

lll i7.2 16.6 Lee 

1V er 16.4 Lie, 2 

1956 I #726 7.1 16.7 
ll 17.2 17.0 16.3 

ll f7.1 16.9 16.1 

IV ee 16.5 15.8 

1957 I 16.7 £7 .1 15.4 
ll f6.3 16.8 15.9 

Ill 16.8 17,1 bent 

IV 16.8 7.1 17.0 16.3 

1958 I 17.0 17.3 fi .7 16.5 
I 1%.7 $7.7 17.5 16.4 

Ill 7.2 18.2 fr? .2 16.4 

IV 07.1 17.8 17.5 16.5 

1959 I #7 .6 18.2 17.9 17.0 
Ul i7.4 18.6 18.0 16.8 

Ill £7 7 18.9 17.9 16.8 

IV "7.7 18.8 S777 16.8 

1960 I 18.2 19.5 18.3 17.0 
ll $7.7 19.4 18.1 1750 

Il 17.8 19.6 17.5 [v4 

IV $7.7 18.8 17.8 16.5 

1961 I 17.8 19,2 18.2 eee 
Il 17.8 19,3 18.2 f7n0 

Il $7.7 19.1 17.4 16.9 

IV 17.8 18.5 18.1 7h 


Change: 1954-1961 
(No. of months) +0.4 + 1.4% +#1,9 Oe ee 
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CONDITIONAL SALE CONTRACT 


CONTRACT DATE 


voor NO OF 
iF TRUCK ) cyt EXTRA EQUIPMENT 

ALSO TON 

CAPACITY ms Crowes srervine Clrowre stars 


Ouro TRANS El sowen Banners Clrowen winpows 


O O 


STRIAL 
NUMBER 


PURCHASER 
NAME 


NUMBER 
& STREET 


city 
& PROVINCE 


DETAILS OF TRANSACTION DESCRIPTION OF TRADE-IN AND ALLOWANCE 


INCLUDING ALL TAXES ANO 
EXTRA EQUIPMENT 


1. TOTAL CASH price GROSS ALLOWANCE $ YEAR & MAKE 


CASH DOWN PAYMENT LESS AMOUNT OWING $ MODEL NO 


NET ALLOWANCE SERIAL NO. 


NET TRADE IN ALLOWANCE §& 


2. TOTAL OF CASH DOWN PAYMENT 
AND TRADE-IN ALLOWANCE 


3. BALANCE OF CASH PRICE 
4. AMOUNT INCLUDED FOR PHYSICAL DAMAGE 
COVERAGES For PERIOD OF MONTHS 
iF NO AMOUNT SHOWN PURCHASER WILL OBTAIN FIRE 
THEFT AND COLLISION COVERAGES THROUGH 
aGENT OF 
BROKER 
ADDRESS 
5. REGISTRATION FEE } 
(sux oF inews) 
6. UNPAID CASH BALANCE ae 


“PURCHASER” (which means all purchasers jointly and 
severally) hereby putchases and agrees, upon the terms sect forth 
below and on the reverse side Repeat: to pay for the above- 
described property, complete with standard ating hivate and equip- 
ment, delivery and acceptance of which is hereby acknowledged by 
the Purchaser in good condition and as ordered, and in accordance 
with all representations and warranties made by the Seller. 

Title to the car is retained by the Holder hereof (meaning 
Seller or Assigns) until the Deferred Time Balance and any other 
amounts owing hereunder or by reason of any revision of the terms 
of repayment are fully paid in money, Purchaser, having been 

uoted both a time price and a lesser cash price, has elected to buy 

the car for the time price which Is the sum of the cash down 
4 ment, the trade-in allowance, if any, and the deferred time 
jalance shown herein, 

The car shall be at Purchaser's risk and Purchaser shall 
procure and maintain for the term hereof Insurance against all 
physical damage risks at Purchaser's expense in such form and for 
such amount as Holder may require, the proceeds thereof to be 

ayable as interests shall appear, Holder may, as creditor of 

rchaser, purchase such Insurance effective from the beginning 
of the term hereof and also at any time and from time to time 
thereafter, although nothing herein contained shall impose # nt 4 
upon the Holder so to do, and, In that event, Purchaser will 
reimburse Holder for the actual cost of such insurance to the extent 
that the same is not included in the time balance, the amount of 
such reimbursement, together with Interest thereon at the rate of 


7. FINANCE CHARGE _cHart # 


8. DEFERRED TIME BALANCE \°"'s or tteMs) 


which Purchaser promises to pay, of any office hereafter designated by the 


i j in th f twelve percent (12%) per annum, to be paid in equal instalments 
elder herbelin a are pe bind: Enables) concurrently with the ee unpaid instalments set forth above, 
$ each ond one final Instolment of $ and to vag ee an mans palleation of Purchaser —— 

A i Purchaser here assigns to Holder any moneys not in excess 
adi 93 ayy oth Mirnendetaias Spel ea of the unpaid belagen hereunder which may become payable under 


one month after contract date, and thereofter on the like date of each 


successive month, or as shown in schedule below. 
bexerrat city oF 


ODRESS 
COUNTY OF A PROV 


9, TOTAL TIME PRICE htprarsony ITEMS 288) |§ 


AMOUNT DUEL ON IMO DAY TEAR! AMOUNT DUE ON IMO OAY YEAR AMOUNT DUE ON MO DAY YEAR AMOUNT DUE ON ‘MO O4Y YEAR) AMOUNT DUL OW IMO DAY YEAR) 


AwoUNT DUE ON MO DAY VEARY AMOUNT DUE ON (MO-DAY-YEARY AMOUNT DUT ON MO DAY YEAR: AMOUNT DUE ON IMO DAY YEARY AMOUNT OUE ON NO DAY YEAR! 


such and other insurance, Including return or unearned premiums, 
and directs any Insurance id to make payment direct to 
Holder to be applied to sald unpaid balance and appoints Holder 
as attorney in fact to endorse any draft. In the event of any 


default (Continued on other side) 


scHeout 
OF UNEQUAL 
INSTALMENTS 


TAINED IM CONNECTION HEREWITH, OTHER THAN INSURANCE ON THE PROPERTY IT 18 UNDERSTOOD THAT ONLY ONE PERSON. WHO MUST 
Cee ee eee Le MALINEINSURES AND PURCHASER DESIGNATES THE INDIVIDUAL WHOSE SIGNATURE AS OR ON BEHALF OF PURCHASER APPEARS BELOW * AND IN 


WHOSE NAME THE POLICY AND CERTIFICATE WILL BE ISSUED, AS THE PERSON TO BE INSURED 1 Joey ron conpomaTioN MUST OE BN OFFICER: FOR PARTNERSHIP. A PARTNER) 


PURCHASER AORITS THAT T OVISIONS OM THE REVERSE SIDE HERTOF ARE A PART OF THIS CONTRACT AND ACKNOWLEDGES RECTIFY OF & TRUE COPY HERTOF WHICH WAS COMPLETELY 
PULLED IM PRIOR TO PURCHASERS EXICUTION, . 


SIGHATURE OF CO PURCHASER CO-PURCHASER B FULL AOORESS SIGNATURE OF PURCHASER (PERSON TO Of INSURED AS ABOVE! 
iGhar 


DING CONTRACT 1S HEREBY ACCEPTLO AND ASSIGNED TO CANADIAN ACCEPTANCE CORPORATION LIMITED IN ACCORDANCE WITH CONTENTS OF ASSIGNMENT OW REVERSE SHOE 


THE FOREG 


oavor ” AT ICITY OR TOWN) 2° roy 
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Nethercut & Young 
A-238 


Terente, Ontarie 


Conditional Sale Contract UAG No 


Seller hereby sells and Purchaser(s) hereby jointly and severally purchase(s) and agree(s) to pay for, sub t to the terms and diti 
herein ret forth, the following described goods, including complete standard attachments and crielpnent CU Peat ie ica’ 
and delivery and acceptance of which in good order and condition and as ordered and In accordance with all representations, warranties and 
conditions, if any, of the Seller, is hereby acknowledged by the Purchaser(s). 


For the total time price and upon the terms as to payment set forth below, viz:— 


FULL DESCRIPTION OP EQUIPMENT INDICATING MAKE, MODEL, YEAR, SERIAL AND MOTOR NUMAERS CASH PRICE 


EQUIPMENT LOCATION. 


APOONecearermnoanssveusenvacazcnpunsnccuversnenssonsssseusptassepsenoasopeseesage Aer ne nee ensengrnesessvasescecueieycrapssersssspeneasoas 


(County/District) Province 


1, TOTAL CASH SELLING PRICE 
Including Taxes, if any. 


2. DOWN PAYMENT 
(Cat tartecn: erate revert tera pi pensann ae8l 


Trade-In  $....csseccses 


The deferred balance to be paid in.. ..consecutive 
monthly instalments of $....c.cccccccseeee€ACH ANG. cccccscsscseccossecesee 
instalment(s) of $......c0 AMOR AE ixnctetnsayrad ssereGay of each 
month hereafter until paid in full, OR in instalments as set 
out in schedule of instalments hereunder, at any office of 
Union Acceptance Corporation Limited. Each instalment, 


if unpaid at maturity, shall bear interest at the rate of twelve 
er cent per annum and upon default in payment of any t ( 
instalment upon the due date thereof all remaining instal- 4088 Lied $.rccrecccssesssin Goecserecscesersnien 110 Bcccheeresetoniny ” 


ments shall forthwith become due and payable without notice. 


SCHEDULE OF MONTHLY INSTALMENTS 


TRADE-IN DESCRIPTION; 


Commencing. 


b 

Raper apron ali ae 3. BALANCE OF CASH PRICE ...... 
(a) @ (s) @ (Item 1 Less Item 2) 
(b) @ (h) @ 4, AMOUNT INCLUDED FOR INSUR- 
(c) @ (1) @ ANGE jFORI,.;. Ace Monthsseesosecsthiectd Soe licnensadA 
(d) @ (J) @ 
(e) @ (k) @ 5. AMOUNT TO BE FINANCED wovcccscsssedl Gosssessssesessreorecse 
{ (l @ 6. REGISTRATION FEE  $......00 Leeann 


A promissory note has been given by Purchaser to Seller bearing 
even date herewith for the said deferred balance and payable in Jike 
instalments to those herein tet forth, The said promissory note has not 
been given in payment of the said deferred balance but as a negotiable 
instrument on terms that Seller may discount, negotiate or otherwise 
deal with the same and, in such event, poreest thereof shall be made 
to the holder thereof. Such holder shall not be subject to or affected 
by any equities existing at any time between Seller and Purchaser and 
shall be deemed conclusively to have acquired the same for value and to 
be a holder thereof in due course. 


7. FINANCE CHARGE 


DEFERRED BALANCE .......sscssssssssessscsseenee 


9. Aggregate of Price on Time Sale and All 


Co: 
(Co 


THE PURCHASER AND SELLER AGREE THAT THE CONDITIONS OF SALE ENDORSED ON THE REVERSE SIDE HEREOF ARE HEREBY INCORPORATED IN THIS CONTRACT 
AND ACKNOWLEDGES RECEIPT OF A TRUE COPY OP THIS CONTRACT DULY FILLED IN AT THE TIME OF SIGNINO, 


IN WITNESS WHEREOF the parties have hereunto sct their hands to this agreement thid..cccccccceses day ol rink as OR rT 
at... Province of... 
Seller Purchaser 
Signe Seller's Signature (Tide if Corp., Co., or Part.) be ; 
Shen ee eee eee ec eeermieintinavnantznracat ternevdieraivvesena Dy 
regan inant Ser ere assem vg ee 


Form I11-11-61-C — Original to UAC 
Attached Note Muat be Detached before It is Signed 


SCHEDULE OF INSTALMENTS 


No. Amount oe oY "(Place where note actually signed) 


FOR VALUE RECEIVED, I, we, or either of us, promise to pay to the order of 


the sum of 
Gt tietos tng - Silas laep ee , DOLLARS 
at any office of Union Acceptance Corporation Limited, in...,..... consecutive monthly instalments of 
$ come @ACh and.cccanomoednatalment of $i... oon the same day of each successive 


o-@ 
@.... 
wD varere 
@ 
@ 
@ 
@ 
@ 
@ 
@ 


Sign here 
in ink 


a mony -s-:HIMO'D 9l62 Isoitibned DAW 
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Nethercut "G Young 
Terento, Ontarie A -239 


DAC CONDITIONAL SAL# CONTRACT DAC 


Vendor hereby sells and Purchaser(s) hereby Jolntly ond severally purchese(s) end agreeit) to pay for, subject to the ferme and conditions hereln, end on the 
teverse heraof, wt forth, the following goods, delivery and acceptance of which In good condition and as ordered Is hereby acknowledged by Purchasers). 


Model No.  Sertel Motor License 


Year 4 ; Moke Body Type No. o 
Model Trade Name If truck give tonnage Cyl, or Letter Number Number Number 
EXTRA EQUIP.: auto, rans. C1) overprive L] Power srmerino L] power eranes |] OTHER 0 


(1) Cash price Including all taxes........ opt LETS 
(2) Installation or other charges... 
(3) TOTAL DELIVERED PRICE... 
(4) Trade-in Allowance.......... 


(Folr Valuation) 
(5) Describe Trade 


PURCHASER'S STATEMENT To Induce the Vendor to enter Into this contract 


and to Induce Delta Acceptance Corporation Limited to purchase this contract and the 


promissory note herein referred to, the undersigned hereby makes to them the 


following spgcitle representations, guaranteeing the truth thereof:— 


(6) Less encumbrance a Grade ee ce 


sRiNr Age (7) Equity é Ra oF b epee. 2 
ee 2 Law| (8) Cash payment........... Sah xcs tee ner 
a: San - (9) Unpaid balance ; $ 
and a (10) Insurance Premium Patani! | see. 
(11) AMOUNT FINANCED ae $ 
K jerrled Bingle Ol. en Ror nee age 
sis Tare al In hucband's ege? { (13) Add — Finance Charge .. pan $ 
Who ry Name (14) TOTAL DEFERRED BALANCE ......... t ase vaanneenh 
andlord? Address Aggregate of price on time sale and 
ae ni all costs added thereto (Item 8 + 14). $0... 
Bravos se feng 4 The total Deferred Balance to be pald In oe 
7 Pieters eae monthly payments of $. een cone 
Name of AND one final payment of $.000......0... : 
you work : = re x “1 aa Payments to commence Shh ictna Paee eae Akl 
What ts How long or as indicated In schedule below at office of Delta 
veultton? Worked there? mecenianie Corporation Limited at _. sea an Re 
with Interest thereon after maturity at the rate of 10% 
Bee ened per annum. 
Addrew 
How much Lc. tL ie Whtban THIS: SCHEDULET 10% SET USED “OUT MEO RT OTMER 
ny peng SrnehitenMuceusurtiaiee tenes cel THAN EQUAL MONTHLY PAYMENTS 
What wacnane” How long Schedule of Payments 
and address of eo wa ; Pt = arres Laws 
previous employer? work there ni t Agacunt ct e ts t ns 
Branch = - a 
What Bank $ 
do you use? Address = — 
7 $ 
Name two (1) Nome = 2 =A 
relatives other $ 
than Immediate family Address 
Giihane REFERENCES —Neme and Address of Firms end Finance Com- 
sit pantes with whom you heve done butiness on Credit. If none, give 
Address personal references, 
From hom On Wp ac charc aves cpsanetreute eset te anne er area 
et Gt oe date? Branch avas¥ieioapuavoxheasannsapssthnig CN igierraccuxcercannsthiz steams src atone 
Deer Uiltetrsuritmacsaritl Wasqnpe aed (3 i these Ranspine PUGET Mekeentorcuicnsnmerceeeion rere 
Branch re ae . Gi iavaccasevseciserrtns enteral 


With what Compeny? 


1) Is agreed and declared that the terms end conditions set forth on the reverse hereof ere part of thls contrect and binding upon the parties hereto. 
The Purchaser acknowledges recelp! from Vendor of @ true copy of thls agreement, The value placed on the trade-in hat baen determined by the parties acting In good faith. 


SIGNED IN DUPLICATE Bf scpustuennsnanisuusansstiaaacqanensnsapnanansnanseapguancnaggarsnescapeeoncansnns4AUOepscennansegansaverantssassagvanssarsssssecssrnegsese @@Y OF. seccrorsseressnzeersrntonsansansgnnennsensessarsscescersrensy SPLcsrasseesee 
(Place where contract actually signed) 
(PURCHASER(S) 
YRAGE NAME” SIGN HERE 
HERE IN INK IN INK) TRerson to be Insured) 
ty Sy 


(Slanature and Title of Authorized Official) (1 Company, Slanature and Title of Authorized Offictal) 


Attached Note must be Detached before It Ix Signed. 


Thit spoce to be wsed only fer other than $ At a 
equal monthly payments (Piece where note ectually signed) 
Schedule of Payments FOR VALUS RECEIVED | promise to pey to the order of 


Amount a Date Due {Vendor's Name here) 


the sum of DOLLARS 


at the offlee of Delta Acceptonce Corporotion Limited In the city of 


INSTRUMENT 


each on the tame dey of each successive month, the firat 


In monthly Instalmente of $ 


Inttalment to be payable 2. UP , the final Instelment to be the amount remain- 
Ing unpald: or In instalments as set out In the Schedule of Payments hereln Each Inttaiment, If unpaid at 
maturity, shall bear Interest at the rate of TEN PER CENT. per annum, from the date of maturity, and upon 
default In payment of any Instalment upon the due date thereof all remaining Initelments thall forthwith 
become due end payable elton’ notlee 


PURCHASER(S) 


SIGN HERE 
IN INK 


NEGOTIABLE 


er ORIGINAL COPY 


YOARTHGD MAR JANOITIONOS oAaa@ 
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Nethercut & Young 


Terente, Ontarie A -240 


GMAC CAN 126 U 


Print 
Beinted in CAN CONDITIONAL SALE CONTRACT 
ea oo tontrnet Nomen 
The undersigned Seller hereby gselle and the underaigned Purchaser or Purcha: Jointly and se Ny hereb; hase(s) and ) to va c+ tb ts te a 
. sere join’ n vera ere’ urchase(s * a) 
gonditions hereinafter set forth, the following property, delivery and_ acceptance of which Is hereby ac Roatciiced b aia) es oer fn good Hoek Mion Abohpe locieeeds 
Ngv 9 Year Make . Moxlel No. Manufacturer's 
Model Trade Name or Series Serial Number Motor Number License Number 


IF TRUCK Show | OT" Bahia eae 


ADDITIONAL EQUIPMENT: 
For a TOTAL TIME PRICE computed as follows: 
1, CASH SALE DELIVERED PRICE (including all taxes, accessories or extra equipment, if any) - + - + + + «+ + $ 
PL OAMOUN T OF DOWN PAYMENT $< 27 Phas § oie ae ee te 


(Net Trade-In) (Cash) 
Motor or 
DESCRIPTION OF TRADE-IN: Year Make Madel = Sental NG: ee 
3. UNPAID CASH PRICE BALANCE (difference between items 1 and 2) - <« - + - + + = = = © © + © © © we «© $ 
4. COST OF REQUIRED AUTOMOBILE INSURANCE WS this item if Purchaser has requested that his applica- $. 
tion for insurance be submitted by the Seller, or if Seller has otherwise agreed to include the cost of insurance in the 
Total Time Price), 
Covering Accidental Physical Damage only to the motor vehicle, as outlined below (check which applies), for a 
term of __ _ months. (See Clause 8 on the reverse side for provisions requiring automobile insurance coverage 
for the full term of the contract). 
0 Comprehensive Coverage pag hr! $ Deductible Collision. 
O Fire-Thett and Additional Coverage {including g Deductible Collision 
The Insurance, if any, referred to in this Contract does NOT Include coverage for Bodily Injury 
and Property Damage caused to others. 
5. OTHER CHARGES, IF ANY ee $ 
$ 
6. PRINCIPAL BALANCE (Add items 3,4and5) - - - + + + ++ 5 #5 5 5 © © ee 2 ee ee ee ee § 
7. FINANCE CHARGE (Including Charge for Group Creditor Insurance on Purchaser's life) - - - «+ + + © = © + = § 
8 TIME (DEFERRED) BALANCE (Add items 6and7)+ - - +--+ 5 4 5 5 8 ee ee tt ee ew ee ee F 
9. TOTAL TIME PRICE (Add items 2 and 8) - - © - =e + 2 ee ee ee ee ee ee ee ee ee ee S 


The Time Balance is payable at office of General Motors Acceptance Corporation of Canada, Limited to be hereinafter designated in instalments of 
"yy ie he each, commencing ee) |) , and on the same day of each successive month thereafter, or a8 
Indicated in space below. The final instalment shall equal the amount of time balance remaining due. 


ee ee ee en rrrrn EnEsn ee aia sn naranPsnnD nT ESTISETTETR RIT GAEDE PT TTUNTRET HTT TRIED EERE TEEN PRTC En Reed cn nee Tea aetna 


The Purchaser understands and agrees that the provisions on the reverse side 
hereof, hereby incorporated by reference, constitute a part of this contract. 


Re 


Executed (one copy hereof delivered to and retained by the Purchaser) this _____day off poreree 
(DO NOT DATE OR EXECUTE ON BUNDAY) 


t thi tract | ecuted by more then one person as Purchaser, it Is understood and agreed that the person 
in. the Or cacance-will We procured ie and shall be the Purchaser whose name appears FIRST below, 


SIGN IN INK 


upon whose life 


Purchaser 
SO a 
Signs Purchaser's Signature Street Town Prov. 
Co Purchaser 
Signs Street Town Prov, 
Seller 
st er Pa ——.$ 
Signa Seller's Signature Title tf Corp., Co, or Part Street Town Prov. 
{Witness to Purchaser's Signature (Give Full Name) — Wltnens to Co- Purchaser's Signature (Give Full Name) 
DEALER'S RECOMMENDATION, ASSIGNMENT AND AGREEMENT 

1 di hereby nell, assign and transfer to General Motora Acceptance Corporation of Canada, Limited bie, Its or their right, title an 

For value recelved, tha underainned Cop. tee folaback or proceeds and the property covered therehy and authorizes aai 


hin contract herewith submitted for purchase by it, logetier with the reserve, 
e Corporation of Canada, Limited to do Sreoy act and thing necessary to collect and discharge the same. 
tifics that said contract arose from the sale of the within described property, warranting that the title to aald property wae at the tlme of asle and ls now 
din the undersigned free of all liens and encumbrances, that sald brorerty is an represented to the Purchaser of said propery by the undersigned and that the statements 
sles dy SP ch ser of said property on the statement form attached hereto are true to the beat of the knowlege and belief of the undersixned 
rand oD ne rection of your purchase of the within contract, the undersigned unconditionally, except na noted below, guaranters jointly and aeverally with the Purchaser, 
in consl¢ a ° y Femaining unpaid hereon and covenants if default be made in payment of any inatalment herein to pay the full amount then unpald to General Motore 
payment of the full amount fot TF aitet upon demand, except aa otherwise provided by the terma of the present General Motors Acceptance Corporation of Canada, Limited 
Acceptance Corporation 0 fr not be affected by any settlement, extensions, variation of terma of the within contract effected with, or by the slischarge or release 


deraigned shal 
RetallcPlan, ‘Lisbillty of the uners'e aay other person interested, by operation of law or otherwise Undersigned waives notice of acceptance of thie guaranty and notices of 


Interest in and to the wit 
General Motors Acceptance 
The undersinned cer 


of the obligation of, the Purchaser or 
6 mire sereement isi Pi to and bind the heirs, executors, administrators, aucceanors and assigns of the underelgned and shall enure to the benefit of and be enforceable 


Fi : shall appl 
by cencnel Siete Aecesanics Corporation of Canada, Limited, ite successors and assigns, 


DATED at Seller 
; = — 
this__day of 19__. Signa Seller's Signature Tie if Corp, Ca or Part 


(For use in all Provinces except Alberta) 
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C CONDITION PLEASE READ CONDITIONS 
I EO = AL SALE _CONTRACT - igladaties. TO PURCHASER: ON_REYERSE. SIDE. CAREFULLY. 
PUURCHASER'S STATEMENT (A CO.SIGNER MUST COMPLETE A SEPARATE STATEMENT) 


ror 1.A.C, use ONLY 


HE MLOCK LETIENS —» UMN AME 


ib ne lo ei aah bee nce 
Festi eset lhe locke] jy floes Jia 


vow Lowa AER PHONE NO ao« bercungury | 7 MARRIED WOMAN, KUCRAND 6 NAME 


ee 


miay QIVEN MAME ANO INITIAL, 
' 


Peri reer tt rt 


MAIL ADDRESS (em BLOOK LETTER® . 


neh eee 


RESIDENCE ADDF SS (IF DIFFERENT) 


} 


( 


ay Sere ee eneeerere ee fava frente i 4 rea Wane e 


7 bLORO 9 NAME. ADDRESS . A ; PREVIOUR NOME ADDRESS 
4 — vanes Jab uu paccageettn eat has OE Bas Beh phi ts SL bc ds ES eve n Save : 
EMPLOYED mY How LONG | BUR PHONE NO, . | OCCUPATION . PORITION , ' APPOX MONTHLY — comwissiow SALARY 


INCOME ' Lele 


HAVE YOU AN yes Wo 


Ac creolr 
Rerenence cARo 


a spememenennesak Danse one 
| WALANCE OWING 


hh en = 
¢ JOUR FUPLOYMENT How LONG NAME AND AODRES® OF RANK 


akc reer een 


LART CAR ROVGNT FROM 


ADDRES 


NAME ANO ADONESS 
voffemnsen or Ry peMe se) 258 a is 


NAME 


(ORL FRIENDS) OTHER mo 7 sia a 
HUSMAND OR WIFE ADoReds ADDRESS” en! Set a eae. Sak 


TH, ——- 
1 5 ERENCES Name OF Pinus ANO FINANCE COMPANIES WITH WHOM YOU ARE DOING OR HAVE DONE BUSINESS ON CREDIT (IF NONE. GIVE PERSONAL REFERENCES.) 
‘ P : 
o | 
{ 
8) 


nde 4 NAME 
Vteleb SE ay AME 


ADDRESS 


sai a ~ INSURANCE eens : : 
OLLISION ANb COMPREHENSIVE INSURANCE IS DESIRABLE ON ALL VEHICLES, IT 1S REQUIRED WHERE THE 
NPAID BALANCE TO BE FINANCED EXCEEDS $300.00. PLEASE CHECK ONE OF THE FOLLOWING SQUARES. 


| PLEASE INCLUDE THE PREMIUM IN THIS CONTRACT. A COMPLETE APPLICATION TO MERIT INSURANCE COMPANY {8 ATTACHED, 


ADDRESS 


1 


= os pets 
(NAME OF AGENT) f i 


fas 


[ THE REGUIRED INSURANCE COVERAGE HAS BEEN PROCURED THROUGH —— 


(NAME OF INSURANGE GOMPANY) 


1 | Vendor heraby sells ond Purchosar(s) hereby jointly ond severally purchase(s) and agrea(s) to pay for, subject to the terms and conditions herein ond on the reverse 
freof, set forth, the following goods, delivery dnd occeptonce of which In good condition and as ordered h hereby acknowledge 
| YEAR ieee MAKE - TRADE NAME Fe ee ea eee ese SERIAL NUMBER MOTOR NUMBER LICENCE NO. 
H ust ae hk 3 VE TONNAOE fey a LETTER | AP styled 


ONE 
14 
1 


CABH PRICE (INCLUDING ALL TAXES) jo.c.cs...cccsessssteetione cou $ecntstevatrcha| Sold Totol Deferred Payments are payable at the office of Industriol Acceptance 
Ady — LICENSE Re Bacc citi dcntns ust aactipuiaennsgsa- 9 Pubdeormerniane Corporation Limited. , 
15° RA EQUIPMENT (describe) olin : a. antiguneienclnanes incathoge deg manthly 
SS, eee | Instalments 08 $ ssssssse-mme On the same day of each successive month and commencing 
14; AL DELIVERED PRICE . 
el on the ..... wnat gcuanmacinnonin nme Gere: 


(CONV 


the finol Instalment being for the amount remaining unpaid; OR In instalments as set 
out in the Schedule of Payments hereunder; with interest thereon offer maturity at 
the rote of 12% per annum. A negotiable promissory note has been given by Purchaser 
fo Vendor as evidence of, but not In payment for, said Total Deferred Payments. 


ce Veaa Boby Tyee) TRAIR'VALUAT 
PRT MALATE succccsinssscpscnenaes or aias Mirae naad 
INSURANCE PREMIUM (Indicate coverage below) 
[|] Fire-Theft jas cccusnnv en Deductible Collision 
i Public Liability ond Property Damage 
1 QAROUNT FINANCED cscs in < 


“is 

AdH—FINANCE CHARGE FOR MONTHS TERM $ 
$ 

$ 


THIS SPACE TO BE USED ONLY FOR OTHER THAN EQUAL MONTHLY PAYMENTS 


SCHEDULE OF PAYMENTS 
—ount bare bue ]_pywit wo, [AMOUNT | DATE OUN 


eel 


RECORDING FEE , eee ‘ ; 


AL DEFERRED PAYMENTS .... ann 


14 ae 
1 
AG REGATE OF PRICE ON TIME SALE AND AL _ 7 
COSTS ADDED THERETO $ ; : 2 5 re ae 
{ 19M OF A, CANO D ABOVE) $ 
- at easy a 
20: | It ls agreed and declored that the terms ‘ond conditions set forth on the reverse hereof ore part of this contract and binding upon the porties hereto, The Purchoser 
cknowledges receipt from Vendor of a true copy of this agreement. The volue placed on the trade-in has bean determined by the parties acting In good faith, 
IGNED IN DUPLICATE ot on 19 
(Ploce where contract actually signed) (Dote) 
21 Vendor sign (Purchaser 
Trade Nome sign here) 
here) —————— 
y (Co-Signer) 
Vip {Signature ond Title of Authorized Official) 
ooses) mev 17at Solesmon's Nome cM T-ALTA 
23 WORE Reese ne 
Only vse this space for other ] * Rae 
than equal monthly Insiatments y : PLACE WHERE MOTE ACTUALLY SIONKO) 
4 : SCHEDULE OF PAYMENTS | fOR VALUE RECEIVED | promise to pay lo the order of: 
A _|_SCHEOULE OF FA NTS 
\VENOOR ® NAME HEROD 
the sum of (100 DOLLARS 


25 


a) the office of INDUSTRIAL ACCEPTANCE CORPORATION LIMITED In the cily of F ‘ ; 


euch 04 the some day of each wecessive month, Ihe finn mitoiment to be poroble " 
Holnents ov ret oul in the Schedule ol Payments herem Each mutolment, if ynpald at maturity, sholl bear interest at the 


in monthly ing 
lattuiment upon the dve date thereol oll remolniny metalments sholl forthwith 


ing vapors, O! 


m the dale of maturity ond vypan defavit in payment of ony 


26 


1 CENT. per ann 
dvs ond payoble without notice 

Purchaser 

sign here = 


(Co-Signer) 


27 
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Nethercut & Young 


Terente, Ontario A-2 4 2 


FORM @.V.10 FOR TRADERS UOE ONLY - ACCT BO 


oes CONDITIONAL SALE CONTRACT 
PURCHASER - BE SURE CONTRACT IS COMPLETED AND UNDERSTOOD BEFORE YOU SIGN. 


Sew The undersigned Vendor sells and the undersigned Purchaser (which means all purchasers jointly and severally) purchares end covenants ond ogrees te poy for, 
eubject to the terms and conditions on the reverse side hereo!, the following Proporty receip! of which In goed order and condition ls hereby ecknowledged by Purchaser: 


DESCRIPTION OF PROPERTY AND TERMS OF SALE 
TRADE NAME - MAKE 


SATA, COUIPMENT - AUTOMOBILES 


0 avrowanic 0 

PAnIo TRANSHISSION Power sreeana 
POWER 
aRANS 0 Powen SEAT O Powen winoows 


“EACH INSTALMENT 18 OVE ON THE] CASH SELLING PRICE 9 eee 
FRIDAY, OF THE MONTHS DESCRIBED BELOW,| an0-EXTRA EQUIPMENT (describe above) 
avo-PROVINCIAL SALES TAX (If ony) _....__-_- 


ee Teac TOTAL DELIVERED PRICE .. -cen-ccusenseenesncessneennenneeeneone 
[—seare [fs | ie Pre INSTALMENT ee Se 


LESS AMOUNT > Oeacnieg 
owime 10 


BALANCE OF PRIGE {Fite oe een ccc scene teans seherseene cedar aes 
avo-INSURANCE PREMIUM FOR 


DESCRIOT 
covensag 


UNPAID BALANCE TO BE FINANCED 
avo -FINANCE CHARGE-(CHART NO. 
TOTAL DEFERRED BALANCE (AMOUNT OF NOTE) 


ALBERTA AGGREGATE OF PRICE ON TIME SALE AND ALL 
ONLY COSTS ADDED THERETO isum of ivems @ AND 13 AGO 


Poyable, in consecutive monthly instalments of $ 
payable on the Friday of each month commencing In the month 


of 19 , or a8 indicated in Schedule of instalments. 
In the event of defoult in payment of any instalment when due, entire balance shall 
at ony time at the option of the Vendor and without notice to the Purchaser immed- 
lately become due and payable and each instalment offer maturity sholl thereafter 
beor interest at the rate of 12% per annum. 


W ls agreed between the parties that the terms and conditions set forth on the reverse side hereol are part of this contract and are bi on tho ies herete, Purcharer 
acknowledges having received a copy of this controct This contract Is hereby accepted by Vendor and assigned by Vendor te Treders Finance Corporation limited, ond 
Vendor guarantees payment by Purchaser In accordance with terms of assignment ond guorantee on reverse side hereol, 


DATED AT THis . DAY OF 1e 


1eiTy Om TOWN: 1emovmces 


VENDORS SIGNING ARE 


Siowarurrs 
Amo TITLES 
or 
AUTHORITES 
Orricials 
SADDRESS STREET NUMBER & NAME 


WITMEDR TO PURCHASER § SIGHATUME (BAL CAMANY 


rae 


CITY OR TOWN PROVINCE 


SCHEOULE OF INSTALMENTS + FOR IRREGULAR REPAYMENT 
) 


I 3 1s 0 ON AT DATE 1o 


icity o8 Town waovince: 
FOR VALUE RECEIVED re UNDERSIGNCO PROMISES TO PAY TO THE ORDER OF 


THE Sum OF 


SKiP’ MONTHS iF AMY ARE TO BE BE DESCRIBED 


AMOUNT or 
INSTACMENT 


IVENOOR S CORPORATE OF TOADE MAME 


DOLLARS 


AT PAR AT THE OFFICE OF TRADERS FINANCE CORPORATION LIMITED, TORONTO, ONT 


AINGHONMISM FIWViLOdIN 


, PAVAOLE OM THE vaioay 


PAVAGLE IM CONSECUTIVE MOMTHLY INSTALMENTS OF 6 


OF LACH MONTH COMMENCING IM THE MONTH OF OR AG IMOICATCS 1m 
SCHEDULE OF INSTALMENTS UPON DEFAULT IN PAYMENT OF AMY INSTALMENT UPON ous DATE THEREOF ALL ACMAINING 
INSTALMENTS SHALL FORTHWITH BECOME DUC ANO PAYABLE WITHOUT WOTICE TOGCTMCR WIM INTEREST on cach 


INSTALMENT AFTER MATURITY AY [2% POR ANNUM 
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Nethercut & Young 


Terente, Ontaric 


Vendor hereby sells and Eure e} hereby jolntly and severally 
herein set forth, the following goods, 


CONDITIONAL SALE CONTRACT 


elivery and acceptance of which in good condition and ae ordered is hereby acknowledged by Purchaser(s), 


A-243 


chase(s) and agree(s) to pay for, subject to the terme and conditions 


BODY TYrB OR 
DESCRIPTION OF GOODS 


MAKE TRADE NAME 


VENDOR'S NAME AND ADDRESS 


CASH SELLING PRICE (Including ail taxes) $.. 
ADD—LICENSE FEB (if any) 
INSTALLATION CHARGES 


TRANSPORTATION CHARGES |... $ 
BXTRA EQUIPMENT (describe) 


1, TOTAL DELIVERED AND INSTALLED 
GASH PRICE Stitt tick cee en. $ 
DEDUCT—INITIAL PAYMENT 


AMOUNT FINANCED oo... cccccsccsscstesecneeeans (See fie Cite eee ae) 
3. ADD—FINANCING CHARGES .... 
4. RECORDING OR FILING FEES .. * 

TOTAL DEFERRED PAYMENTS ................- $ 

Aggregate of Price on Timo Sale and all costs 

WORE WRRTOLO Qo ie cesvinccen atebiakdeerneteorenes 


Said Total Deferred Payments to be paid in .. 


equal monthly instalments of $ 
each successive month and aaa tt ON GEG Se acsstvocscisastavvcten day of 


an io. ER Er ote A » the final instalment being the 
amount remaining a? ald; i ‘in ‘instalments as set out in the 
Schedule of Payments erein. 

NOTE: In the event of default in payment of any instalment 
when due all remaining instalments shall immediately become due 
and payable without notice and the entire unpaid balance shall 
thereafter bear interest at the rate of 12% per annum. 

Said Total Deferred Payments are payable at the office of United 


Dominions Corporation (Canada) Limited at 


ee Fee ae . A promissory note bas been given by the 
Purchaser to Vendor as evidence of, but not in payment for, said 
Total Deferred Payments. Such note may be negotiated and in such 
event payment thereon shall be made to the holder thereof and the 
holder thereof shall not be affected by any equities existing between 
the Vendor and Purchaser but shall be a holder in due course. 


It ts agreed and declared that the terms and conditions set forth on the roverse hereof are part of this contract and bindin 


SRMIAL NUMBER MOTOR NUMBER LICENSE NUMBER 


PURCHASER’S STATEMENT To induce the vendor to enter into this contract and to 
induce United Dominions Corporation (Canada) Limited to purchase this contract and 
the promissory note herein referred to, the undersigned hereby makes to them the 
following specific representations, gusrantesing the truth thereof:— 


ration complete questions which are feable, 


a 


if purchaser ts » Orm or co! 


No. Town or City 


jon; 
address there? 
Name and Business 
address phone 
of employer number 
What bs How long 
your have you 
pouition? worked there? 
How much Commission (__) Convenient 
do you date for 
oaro? Salary Se | payments 
Name and How 
address of long 
previous employer there? 
Branch 
What bank 
do you use? 3 Address 
Name two relatives (1) Name : 
or friends other 
than immediate family Address 
(2) Neme 
Address 
‘as your With 
Lael whet 
t 47 Company? 


REFERENCES—Names and addresses of firms and finance companies with 
whom you have done business on credit, if none, give personal references. 


a casitsasiananans ceensiscnsntheavasch teeta tiaaeteane rs mee decealad tate ate eee ener Ait eer 
BS os cceesdscssvsicauasdicecsahens ntRc tes ett Ue RGU Alpe een A PRE a? 
Thts space to be assed for other than equal monthly payments. 

Schedule of Payments 
PYM'T pus PYM'T bus 
No. AMOUNE DATE No. rset thd! DATS 


upow the parts persis The Purchaser 


acknowledges receipt from Vendor of a true copy of this agreement, The value placed om (he trade-in bas been determined by ihe parties acting in good fa! 


SIGNED IN DUPLICATE 8 on. ccssscssserorsssesreees 


_ thie = (Purchaser 


sign here 
io tok) 
ORE ee ay Pe oe seed ‘ 
zt (If Company, Signature and Tite of Authorized Official) 
12-60 “ane Attached Note must be Detached before It is Signed. 8 


This space to be used only for otber than 
equal monthly payoents. £ eee FAP 


Schedule of payments 


the sum of 


NEGOTIABLE INSTRUMENT 


ance shall Uhereafier bear interest at the rate of TWE. 


Purchaser Slam Here Ie Ink 


- Date 


FOR VALUE RECEIVED I promise to pay to the order of 


(Vendor's name bere) 


at the office of Used Dominions Corporation (Canada) Limked at... cccsssesessesnneennes momen 
lo monthly tnstalments of $ 
to be payable 


Instalmenta as eet out in the Schedule of Payments herein. In the event of default In payment 
when due all remaining instalments shall mje become due and payable without notice and the entire bal- 


each oo the same day of each successive month, the first lostalment 


19 the final Instalment to be the amount synnlniog uapaidl OR in 
any lnstalment 


VE PER CENT per ansum, 
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Nethercut & Young 
A-244 


Torente, Ontario 


CONDITIONAL SALE CONTRACT 


AVOID MISTAKE—FILL OUT COMPLETELY 


(City or Town) (County) 


(Province) _(Date) 


Between ; aves fear Wieke Les eS aw Purchaser 
(Print Purchaser's Name) (No,, Street, Route of Box) (City or Town) (County) (Province) 
And ; a, ; : , Seller 
(Dealer's Name) (Give Correct Legal Adilress) (City of Town) (County) (Province) 


Purchaser (meaning all of Undersigned, jointly and severally) hereby purchases from the Seller (meaning Seller above named and its assignee) on the 
following terms and conditions, AND UPON THE TERMS AND CONDITIONS SET FORTH ON THE REVERSE SIDE OF THIS CONTRACT WHICH 
ARE INCORPORATED HEREIN BY REFERENCE AND MADE A PART HEREOF, and Purchaser acknowledges delivery, examination and acceptance 
of the following described Motor Vehicle (whether automobile, truck, tractor, trailer, motorcycle or farm equipment), herein called Car", in its present 
condition, for the Total Time Price (sum of Items 2 and 8), Purchaser agrees to pay the Time Price Balance shown herein to the order of Seller at the 


! 


office of Commercial Credit Corporation Limited at........... a: ray , in instalments as ‘hereinafter provided, 


with interest thereon after maturity at 10% per annum, until the Total Time Price is paid in full. 


YEAR MODEL 


NEW OR USED MODEL No. 


TYPE OF BODY | 


SERIAL No. MOTOR No. LICENSE No. 


_IP_ TRUCK TONS CAPACITY 


(Street) { (City of Town) (County) (Province) 


Car will be kept at No. 
Purchaser agrees not to remove the Car from the registration district in which said address is located without the written consent of Seller. 


IRREGULAR PAYMENTS 
Payable in accordance with the Schedule below 


Date Due Date Due 


RECORD OF TRANSACTION 
. Total Cash Sales Price including all taxes, accessories, 
extras (Transportation Charges of $...... included) |$ 
. Deduct: Down Payment: Trade-in: Bx 


Amount 


Amount 


$ 
$ 
$ 


Make —— Year 
Serial No. 


Less Lien Owing 
(Lienholder) 


1. The title, ownership and right of property in and to the 
Car shal! remain in Seller, until all amounts due hereunder or 
rearrangements thercof are fully paid in cash, The payment 
of any amounts due hereunder may be renewed of arceuted by 
, Seller without passing title of the Car to Purchaser. 
Net Trade-in Allowance oe 2. The loss, injury or destruction of the Car shall not release 
Cash ; Purchaser from the payment hereof, Purchaser agrees to 
obtain and keep in force fire, theft and collision insurance on 
the Car and other insurance requested by Seller. Such insur- 
ance shall be in form, amount, and written by an insurer 


Total Down Payment 


. Balance of Cash Sales Price 

. Add: Insurance Premium... 
s Registration Costs .... 

. Unpaid Balance... 

. Add: Time Price Differential 
. Time Price Balance 


FOR ALBERTA ONLY 
9. Aggregate of Price on Time Sale and All Costs Adde 


thereto (herein called “Total Time Price’’) P 


satisfactory to Seller, If Purchaser fails to purchase any 
insurance requested by Seller, Seller, as a creditor of Purchaser, 
may purchase such insurance, at Purchaser's expense. If the 
cost thereof is not included in the Total Time Price, Purchaser 
agrees to pay the same to Seller, on demand, Purchaser hereby 
assigns to Seller the proceeds of all such insurance (including 
any refund of premiums) to the extent of the unpaid portion 
of the Time Price Balance, and directs any insurer to make 
rayment directly to Seller and appoints Seller as Attorney in 
Fake to endorse any cheque or draft, and to apply such 
roceeds to the payment of instalments due or to become due 
ferennder: 


Purchaser represents that he has read both sides of 
this contract, and that it was completely filled in at the 
time of signing. Purchaser hereby acknowledges receipt 
of a true executed copy hereof. If the cost of Creditor 
Life Insurance is included in the Votal Time Price, 
Purchaser designates the Individual whose signature 


DEFAULT CHARGE: Interest at rate of 10% per annum on any instalment 
in arrears. Attorney's fee of 15% of debt, if employed. 


...monthly instalments of 


MONTHLY INSTALMENTS Payable in 


$ .. and a final instabment of $...... , the first instalment first appears as the person to be covered thereby, 
Dy epoe Seer TED sand each successive 
month) ? (year f ee 
instalment payable on the same day of each aid every month thereafter until trucboerse tied ) 
the Total Time Price is ‘a in full, . 
*If no date is inserted in blank, the first instalment is payable one month from 
(Seal) 


date of contract. 


(Purchaser Sign Here) 

DEALER'S ASSIGNMENT 

POR VALUE RFCEIVED, Apaincesaoe to the Tecms of Assignment shown on the reverse hereof, Undersi 
f 


ics successors and assigns, all of its right, ude and interest in and to the shove contract and the Car referred (o therein, with power to take le 
itself, Commercial Credit Corporation Licited, is hereby authorized to correct patent errors in said contract and all other papers executed, enc 


perchaser ard that the seller is enser oo ehiigztina te obtain same, amd fercber, hat the perciasar is pet covered by aay such imsarance anless aed enti a poilcy therctor Is actualy issaed 


ned hereby sells, essians end trensfers to Commercial Credit Corporation Limited, 
fl proceedings in the name of Undersigned of 
orsed of assigned in connection therewith, 


“Ti he ris ef peebiic ability aed property damage s bechoded in the ieserancs premima borcin provided fer, the Purchaser agrees (hat the obligation ef the setter is merely to main application for sack insarance on behafl af the 


(Seal) 
(Detler Sian Here) 
(Seal) 
Bigned and sealed this day of aly, (Owner, Officer of Furm Merober) 
25M-11-61 


Form C-1300 C 
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CONDITIONAL SALES CONTRACT 


bees ee 


“oO 
CHILDREN 


“| How ona 


How PHONE [} Own 
2 LONG HOME On WENT 
_ = we = aon, = C) reny 
LANOLORD OR MORTGAGE HOLDER ADOWESA — ——---- - a ee 
Me. mar: 
FORMER ADOREGR I tow. ion a Sees i Ta ol ae aie a (a, li aca 
How Lona OownN Oo veo 
2: pon Fey FURNITURE D wo 
EMPLOYED BY ADOREAS PHONE MONTHLY @ALARY 
5. oe pha. at Fad 6 
OCCUPATION (WORKE A How aa Sees OSES SSS Sas —_— ——— a 
@ Ae) He FORMER EMPLOYER HOW LONG OTHER INCOME AND SOURCE 
6. wae aes 
WIFE WORKS AS one WIPE EMPLOYED BY BUGINEBG ADDRESS & FH MONTHLY @ALARY 
8 


DANK—BRANCH & ADDMEGS 


| Barer AUTO—Y@AR, MARE ® LIC. NO. 


OD BALANCE OwINa | TOTAL INCOME 
O ciear 6 


8. O savinas 
NAME TWO RELATIVES NOT LIVING WITH PURCHAGER (IN VICINITY) — ADORER® = a PHONE HOW RELATED 
9. 
Dee : 
DATE “HIOn uo OATE OF ‘7 
cr IT RE nN 
> SEO INSEARENCE a — Sed oreneo | creoir | PMT. | LAST PMT 

ll 

12. 

13. 

14, 


The purchaser certif 


true and correct 


The undersigned Vendor hereby sells and the undersigned Purchaser or Purchasers, Jointly and severally hereby 


urchase(s) and agree(s) to pay for, subject to the terms 


and conditions hereinafter set forth, the following property, delivery and acceptance of which Is hereby acknowledged by the Purchaser In good condition and as ordered, 


NEW- 


15: DESCRIPTION OF FROPERTY—GIVE MAKE OR TRADE RARE __UseD E MOTOR NO BERAL No; CABH PRice 
CASH SELLING PRICE 
The Deferred Balance Is payable at the office of LAUREN- 
$+ § et Sa (1) | TIDE FINANCIAL CORPORATION LTD. to be hereinafter 
Less—CASH PAYMENT $ designated by it in monthly instalments of $ = 
one on the same day of each successive month commencing 
TRADE-IN ALLOWANCE $ 19 
LESS LIEN (IF ANY) 3 Bee Sie (QM vig gate 
$ $ $ The final instalment payable hereunder shall equal the 
DESCRIBE TRADE-IN ____________ amount of the Deferred Balance remaining due: OR in 
instalments as set out in the Schedule of Payments here- 
i under. In the event of default in payment of any instalment 
UNPAID CASH BALANCE $:2- FP (3) |] when due entire balance of principal shall at option of 
Vendor immediately become due and payable and shall 
Add SANSURANGE, PREMINN\. thereafter bear Interest at the rate of 12% per annum. 
SCHEDULE OF PAYMENTS (use only for other than equal monthly payments) | 
= = — $ pack a (4) PMT No. : AMOUNT re DATE DUE PMT. NO AMOUNT DATE DUE 
REGISTRATION COSTS eee, ; = : 
AMOUNT FINANCED $=5 Sie kag: . si 
Add—FINANCE CHARGES Sues (Ai ae eee 
IT 15 AGREED ANO DECLARED THAT THE TERMS AND CONDITIONS SET 
DEFERRED BALANCE i ae oS (8) || ForRTH ON THE REVERSE HEREOF ARE PART OF THIS CONTRACT AND 
REFERENCE TO THE SAME IS HEREBY MADE. THE VALUE PLACED ON THE 
TOTAL TIME PRICE (ITEM 2+ 8) $ _- TRADE-IN HAS BEEN DETERMINED BY THE PARTIES ACTING IN GOOD FAITH. 
(For use in Province of Alberta only) 2 
TOMPLETED FULLY BEFORE EXECUTION IN QUAORUPLICATE. T= ay “Fi ea eee io + ae 
RECEIPT OF COPY IS HEREBY ACKNOWLEDGED AT this day of (Ve 
VENDOR By PURCHASER’S SIGNATURE 2 = 


WITNESS to Purchasers) Signature(s) es 


ORIGINAL 


be used only for other than 
monthly payments 


This space t 
*q 


CO-PURCHASER'S SIGNATURE 


CONTRACT No 


Date 


SCHEDULE OF PAYMENTS 


pitek See 


| DATE DUE 


AMOUNT 


5 At 
(Place where note actually signed) 
FOR VALUE RECEIVEO | (We jointly and severally) prormiso to pay to the order of 


(Vendor's Name Here) 


/100 COLLARS 


the sum of 


at the office of LAURENTIDE FINANCIAL CORPORATION LTD. in the city of 


NEGOTIABLE INSTRUMENT 


RA \B OM 408 


in monthly instalments of $ each on the same day of each successive month, the first 


19 the final instalment to be the amount ramaining 
unpaid, OR In instalments as set out in the Schedule of Payments herein Each instalment, if unpaid at maturity, 
shall bear interest at the rate of TWELVE PER CENT, per annum, from the date of maturity, and upon default in 
payment of any instalment upon the due date thereof all remaring instalments shall forthwith become due and 
payable at the option of the holder Purchever 

Sign Here 
In Ink 


instalment to be payable 


Co-Purchaser 
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